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Anochar proposed highway, the Southwest Bxpresaway, would, 
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1959 ware the years of the greatest dneve ases in property« 
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Level et expandituyses of core cities hava shown thac ther 
faa pooitive correlation bety ween the Lavel of per capita 
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matyopolitan avea population Living outeide the alty.?9 
On thie basis, we should es spect a hich level of par capita 


expenditures im Boston xelative te other major eliles. 


Sabie VE-6 showe that Boston's ahare of ite metrosolitan 





area population is atantLeliy lower then the percentage 
oy Pass Ahh meg eh pS & gab pene 
ef most ather maior eleLes. 
Shu with the Level of am Ok 





local governments im general have shown that the three major 


- i ER mn why = 
determinants of the Lave 


Local 








fay ae re y 
He tue UF {2} Re Gas 


wee & do a 
of pay Capita poreonmad 





A o = en). 3 Dm CRG 
of urbeniention, and (3) populazion denalty.~ 30 postonts 


gal ative position on the question ef the degxvee of urbaniage 


@ 


xg 


is, of GOES, ¥v Fah obvious, ve ery high compared ta most 
2 ite gubushbs. But the Level of par capita personal imeana 
in Bosten is erly slightly above the natiensl average, = ig 
about equal to that of ether major oftdes, °4 and is almost 
20% below that of the reat of the Boston metropolitan aveae™? 


its population density is higher than that of mock mx 


ce 












: . A : i ’ Lb le _ : a 
: A ff " _ a ae 
T ri , _ : : 
; 7 t i, / 3 
- ‘ ' } yy ee 2 D ome 
t - Tis - 
wee a Kt 7 on el PaniaD an ERS ets 7 ~e 
i - > } 
ae ; 7 eT MA Ay Tear me) Maes, ite a) 
. eee he : : A y 7 ry, 5 4 i ‘i vy " An é (ft 
f te 
a 7 a ne 
ee 2 or LAG " & eat a o4 =hig oat 2 ine 
; ; : ' 
; ; » 
Re ea ‘yp ‘aes sy CS Poy tie or 
' 7 - 7 
a aoe Gee .- : ’ fel @ <r os - 1) uae ai iat 
ay t a a SH 0? me fai! ws, eal 
a : : 7 a 
7D - Prat: « ; 7 oe ee ee ‘| i: j ,. 2s a1 rr 
mt i TPR i 1 ; = me se i ian : i — %° 1 i, oy e453 
- 7 =- J 2" 2 jy LSake 
_ : ei 
- cc te i : : Tore iy ai of Gee: 
“> Lr) 
aye ee om Sani iy, 
1 
: itd ioe fi 7 —— Viey J - ae 3 2 a i é 
: 
: ra 
= - - - 2 _ 
fd Ate <3 a _ va via yb Sige? : ai 
my - . - - 
ems (ht 4, hi CD Ot ei iter. «6 an Te s* a 
7 ia ; 7 + on a ye 
cats > & : . oP mai 4p ss a a) : Fi. AACS 7 ore ele 
SMM! yp Stes 4 hve 6 he a jae By = 
“i 


a » 4s Some. oe cei i at 


ee a a , Trt 46 = Vie c ory oa Tare ae 


aa? 1s ar wer ‘tis ative teat earns? Psu i “t 
pepe 3 aay ib ory Th aS ma ae wh, fins e 


7 <tit 1 hoe ; Cee al Pils! ytue 


: on oe 
Pour. + «Styne bist he G |. Se 


e. 


kd 


f 
eitias, f 3S 


& ran stakes - ay ‘ 
Gn the basis of these studies and Bosten’s position 





elakive ta on er commeibies, tharefera, wa would expect 
the level of per camlta exanditures in Boston ta be 


ralative aly high, && Le 





: with seapeck to other major cities. 








mavicom of Bosten’sa finances with ¢hak 





Se x £3; 
are useful, it ia net 





a8 % ene 


is i 4 cies vest gh. - : 
eorecect to say Chat the more 2A LES ER ES 


Sy a Fart Ge a ie 


, Be 5 LSE GR ° gs 





ain is 4 den Sa hey ys Ste hm PWS ZH nah 3% BF gees 2a a & a 
and those of other cities was issued by the Bosten Finance 


purported to shaw the fallacy 





AK 


ach the roves Bea 





4 fone rey 4S Aa pee gat oe A) fe yey, wets Ye GT 2 G 04 2% & ds C$. 2 3 pen Ez 
and expenditure structures of each edty ware wiigue, Tt 


noe paid for out af the olty budgat bub are fSinanaed by 





Ay na. 3, ty Ee Oy Be oe ncn a A xd yet of SE £2 Sins ya nate a gafarad $a ex : PY 
BOSE BEC LENG LEVAOS LM GLELerany Scnogo. dists oes wi Ch Slee 


A study ef the finances of the 49 largest cities in 





1962, ag listed im the Coxpendium of City Government Pines 


wntvontaxenirs Sh Beers eo a eh AI Ge Pm Ree A 


es oon ; ; _ 
in 29592,°" beara out the validiey of this warning. Not 


NDS REN - : =e a 








2 i, 
a Arg i 
> i 7 3 = - : oe 
: x j un es 
- an i ' 
ae 7 7 " r \9 
a : Wo ate: oc 
in i rae % it * : 
by - = f) in - 
io : Hi : a r 
: _ Aube aa : iy - 4a vs ae a a) Te i) i~s os pa = 
4 a 
5 ’ 
7 t . ' t | : LA | I 
. - So 


- mat ae + 











7 _ = 6 : vw 1 rgy, ¢ unt - . wb i : 
~ a >» pe —_ > _ a 7 7 
sai “¢ ‘8 . i) : tool Gwe I oe 
7 - 
ne : 2 ' ‘ , , : 
— 
a a — 7 se. i ae : famed +$e - qe 
: eF- iy . an : ir : oe oS on) Ww .\10e 4. 
- i 1% : d = he me tiy 
u 
ws os Ds et ee ee : _ silos, @ Gipenecmee 
aaa a - 
: : : 
7, f a re ans a) (Me as a ¢ _ "W 6 i: ie 
‘ j i] i oe < o _ ; iJ ’ - = ‘ F ay ot ba _ 
, c i. a ,ouy 
; f° & PS ee i) Pe 5b hsb) 6 ee 
= , 7 — 
i = 7 
Ei © eae Te gee Foe as 
a mS i: 
. : 
. @& ') 06 Pe wii i Geren ~ 7 hana 


ori 
on 


7 Pas f - ~» m4 i= @: oicaenahe heciecss | 


a ; a ie o Seas hw ee! 
> i : 7 - 7 : Ns “a ine 7 te 





a a a ma 1 i 


2g 
are education and Welfere expenditures euiancad GLEE rarently 
£xom city to city, bus different methads ara used fox 
measuring public housing end urban renewal conte, and the 
method of reanording the reverie received fr m the Pode: 
Govermmant varies from city to city. In addition, soma 


& gms de os ea on cated £ he eh .n4 oom 
elties operate certain utilities on theiy own, such as pubile 


transportation facilities and electrical power, while other 


a 


. & ay ¥ é Samy tet (3 LB ioe gs mu & fa cm = Lops py 
elties do not. Letbtere te the auditors of vurious larga 


2 e 


cities asking for more detailed infessation on th 


as 


gs mothoda 


1 Re 
COMES g 





of finencing and motheds 
hopefully to be uged as an explanation of the maening. of 


these differences in financing end measuring, have not, in 


ee ot. ic Co) ria wiki gts OO «4; > se etey & fa & oue 4 & oo, $3 res fe & SS 
thia author's epinicn, retumed enough additional information 





wemdium of Clty Gove 


AERP NCR PETA ae 





although a detailed comparison would not be valid, some 
comparicons cart be made between cartain aspects ef the 

finances of Boston and of other Large cities. Thase will 
be made when we consider seme of tha rencons why Bosten's 


property tax rate ia so high. 


Sea oe) 5 ey pate si, * § TAR FP as cent ney . Rey 
Although thore are major differences among large 


Ah 7 ; 
7 1 
i 
Af man 
, 
i 47) ' ¥ 
7 
ne : - 
le, (tl 
: 
‘ 
A 
aa, 
; 
fe , 
, A _ 
? 
; 
: 
t 
=) 
; 
* ay ~~ 
b 5 } 
: 
a: 
: ; 
es. 


“~ 





27 
eities in tha methods of financing and the metheds ef 
measuring certain cecate, the seme ie nok true of the 
dit¢ferent altiss and large towne in the Boston Metropolitan 
Arefe The revenue etructures of all the elties and tous 


are iden ical, With ne qoneral or selective eales or 


at 


@ 


meds Beam,  § Sf een dis i 55 ee er : sn He 
general ov selechive receipts taxes, The game methods ax 
3 


used for Financing edi 


for magsuring intercdvernmental revenue. There are dite 





Sis yey Sehyag ts Bey ary oh ve oy ty thy ye a gos 

ferences im the method of measuring publie housing 
29. re poy Bis 2. ee 15 Ho a heg Le tel 0% yo Ea, ah, tog fin 
HOWAL COGtS, ave Slight and de not 





5 Sn a Ye Gi & 3 en BE pes vines odd , £8 ‘ 
weaken to env extent: the elqnifierance of any compoardecs. 


And, although costs of publie tranapertation have diffaerane 


Ree 
gi 
th 





At « a 4 ahirhoy of ape the Oy $5 a + 
degrees of imporbanca among di: 





or larga teem runs ite own trans 





2 oe wow x anne yh : . oot . 2 Bes, 
he £liseal ateuctures chosen to be compared with thas 


ef Boston ave those of Canbridgs, Madford, Newton, and 





4 ie x . 8 he Oo eye lee tay way oh im fi ss Tires eh bes 52 ya Fe < & ny a <8 
Guiney, ali elties, and that of the taum of Brookline, The 
e ¢ 4 


gises of theaa communities range from Brookline, with a 196¢ 
population of $4,044, to Cambridge, with a 1960 population 
of 107,736. ALL ef these Gistevicts ere in the Boston 


Metroyolitan Arene 





7 oy 0 &, 7 ie " Fd = 4 
The main source for this comenriaon is Sable 8 of the 


Compendium of Cite Government Filoans 





e no 
: ‘ i x): ; 
a = 7 : 7 en Hy _ coe — mi 7 
bi a : . ; ¥ : a 
: fi! ia _t), 9 aa CRE See oD atin 
iY F .@ _y 
re rr “i Paesa s _ © wy. war 1’ GT 7 BALh, ' 3 =e 
Va a : a ‘ ca 
_ ic . fi : pun) , 8) i a ’ oA t Pht We NE Gy Aras 
J. 
vee ' : ' at 4 ON jo = ye a 
vv? Solan ~~ > >t = 124 ie A ee _ : 
S id 7 _ * 
: an : ee er ores | 
. 
er = yo a nn rc ay 
y 7 : = ; : : 
| . ee _ =) te ; S - i= ie Cran: 
al ; / 7 +e a aes a ' 1 a 7 
a 
’ ri ~~ i 7 . a ; 7 
: os a 


ia 1 4 or k i 7 = it as = 7. eo 





gu... ee se. 
= 
7 : ’ uf - - = oe a 
' - 7 
: i IN Ss ea! 
Uy 
7 t I : r 
_? . er er fn) anne 
1 : i ; 
7 a i - 44 7 a \ elle ay ae, cy 
; - : AS 
‘en , j ‘ ae) ~ vy > i - ‘ 
. 5 by Oa lt 
Be me 8, fi See t ly ‘ ‘aelier eo “Oe 
7 ‘i 7 
i or - a 
- ot oF & whe he ne ames re 
4 ih <wer @6:648 oe ce i ae 3 
a i 
me eis ae nye? he 
: P= 2 —* Va ores fei" val 
> » 
_ = ay 
1 ay; : fi “ + ooo. _ : 
zi qi . fo is) + 
; 7 : M2 ' aa 7 
me i. 7 


28 


Pinances of Individual Cities and Selected Urban Towns and 
Sowmmehips of Over 59,0002 1962. hie table has kacn 
supplemented by irmuuicioa mada to thea auditors of the 


omens 4 cice being aon 





At 


[ 
breakdows of the monemy received Crom the State Government 


eh pevontie im the table on the 





gimiies to the bre 


financas of the 43 largest clties im the Ceo This 


Ee 





vahia brankes down rPavanue re received from tha State Government 


inte five divisions: publica welfare; 








Sista, sen < 3 SG on 
othar speaifia purposes? au 





When the fleusea renodived fsor the cley anditers ara sdded 





to Tabla TeS of the Con we have the following tabla 


of finances. 





-FINANGES OP & sieupeecamee i i Pin 
Hes POT pane se oe 


(Hollas azsaunis in 





Sep appara recA ARS Den HAPS LOR GARRY RSET EDREAMS SRO To cre WEY APES VBR I I PON AERA MENS ATE ASE A OIE SCOP CARH AS BPMN Do OUND HAMAR) CEE AOE TSE NTRONI L 
PN ES et eA S A LAREN POLS I ARIA DY ARISES PEE LAS ET IEEE APPR LEE ASIEN NOMA NE ARTEL E AEDES ETE NATED BAIN OTE ON EL SMH WN MOIST SIRT EIS FSG TE ILI 


Brooke Crees 


hy wa te eats $y cf geen Padlarci Pie Moye A ny ons 
Sela ata aie mom Sena Uecrorag Peweoss Cu aeyery 


Population 697,197 54,044 LOT,716 64,971 92,384 687,469 


General Revenue §230,098 $15,636 $27,801 $12,839 $26,692 $24,663 
i. 149,382 12,346 18,902 9,232 21,023 15,004 
Paes arias é 1S 6 500 ii, 259 13, §56 3, 355 29,8 ase 14 o Sea 
Cther Taxess Inclue 
ding Licenses 2,058 96 sua 102 L?3 254 


- - : 
ty : ' i on aur J ay 
ee eee 1g Cee Ae 
7 o . Wh y : 
ro! 8. Bitlet cle a mie ws 


7 : a )) 








4, D 


a SOVy - i] f ? at - tee ad re aires 





7 


: Wie 7 iv meet 5 ath, rep on ay) 1/0 meatalg = sratet? iol 
7 ” 7 7 
- meres '¢ nit GTC baw 3s DT a  cabce 
. : - - 7 


A oi eT: Ty awh ee Sekhe 





rs 7 fn 
e - F a 
7 1 ts a it a ra: od ; y. 9 wet Vom aes 7 fore > aa 
, “tab * t [$e Wii's 5 19 J ad? ad ; Iles alle 
+ Bi) : _ 
Te : : ; 4 = s 7 ; 
ms i aden r 1. Sem 0. SEAR. 
7 — 
i GeV iPad tt he ™! — ‘Tet (Oo tpeGhepeieo, 
* a 
- : ons ay 7 wi. a ‘as A oor o a) oat ~~ 
Sure a 
i 
= - ' 7 ‘ ; ti 
‘4 = ="5\ Tu M ot rey at i a 
i - : 7 ' 
: i at a 
ELAN cde De» 45) at nT 
7 
Re ‘¢ Pn beni inn ence: e & © 
nH pent ete a ty | hats ope 
—_— a - — - : - a et 
——— _ fi oad rd i __ = @ oe oF nt nn me —_ 
: a i ae 
. Poten e? a. Oe De 


; ; 3 
7 ’ ar ae Ae 7 2D Hem : 
Me Bh met >a Nd fax“ Teclos. 
th Pe ite, ina oa 


7 
% - f : 7 ey he ‘Ly 1s Por x Va 
nae es 


: i 

ae ff mie ~~ fee! ae ; A 
Oe ee ks Oe t= at el! ue fae wi : ie 

a ; ad im Sineiy, ees A 








: vie . iN - 7 
Sif, Bi iL sag 7 iy) ° i = 
; 7 7. : 
: de ve oe) iy _ 
) 7 oy we @ y } ; 
: Ms 


BI 
8 


TAREE 2G » Conbinved 


Stata Gave Revenua 51,9080 3,155 6,335 2,955 3,995 44,395 
Public Welfara 39,015 121,334 3,586 1,457 2,208 1,770 
EducAtLOM 4,564 &3 STA 282 919 B46 
Highways 523 “4 39 L229 e238 
Other paddle 

Purposes 4,813 adh 135 29 222 Pre 
JemneLocal Ger. 
aoenien 14,338 1,690 2,002 2,283 1,746 4,283 

Other Intexgov Ray. 3,152 29 240 1G? 143 337 

ise Gan Rays 18,444 B44 fe oat. E55 1,832 & 4 GAP 
Curvent Charges 10,769 557 1,873 3239 987 4,618 
Special Assesmaents ayo aa 9 oO toe G2 





=| 4 


Other and Unalioe 
cake By 83S 258 Aga La? 8G0 269 





General Eupe 








$nee 217,100 16,680 — 27,361 14,345 24,908 230 339 
Police Proteckic: 10,790 1,465 1,475 2,201 3,066 . 1,365 
Fire Pretection 25,427 2,341 1,784 632 21,482 . 829 
Bighwaya 7,876 1,465 1,630 77 2,863 1,987 
Sevarage and. Sewage 

Disposn 2,290 122 455 583 POe 
CGther Sanitazion 5,249 595° 355 G20 S31 
Publie WalZave 45,962 1,752 BAS 2,048 1,588 8,736 
Rducation £4,775 4, 779 5,224 8,577 11,534 6,989 
Health & Hogi 6 ga ¢ 285 aoe 3 ehSD 290 SOR §&, 83¢ 
Parks & Reorete Feoe2 -1,193 325i & 553 BGS 


Housing & Urban 
Rermewad E46 235 38t 47 


ae Yan i 
Piper ak me AB ARRAS 3, fo 


feat Lor 2,281 192 245 147 254 286 
Genexval Coméxel 6,626 331 333 224 226 227 
Interest on Genaray, ; 

-Debs 4, 685 23, 253 169 642 31 
ALL Other 37,867 2,874 6, 254 2,146 2,905 4,539 
pol tay rae ee eee 











Wire parecer vshearorah al Soa 










WOES 6 


Boureess Us 5. Ber moans @£ Camas aa Of tha Cemoua, 





Compare 4 m of City. Goverr : 2820 
Waele a b torent = Se atin te por Ds Lapthretere aoe 





fable &, po. 24-29, ae ere LEG 


Medford, Newton, Brookline, and Cambehek TEs 


pot ow lek ta 


# 1 ry 
- 
. 5 7 
= ‘ i 
ay 2 a 
a 7 
ri <= - 
Lan 
i 
= 
u 
a 
o 
7 
1 
= 
a 
i 
- 
Te 
fi 
cae) 
i 
7 n 
u = 
iT) _ ae 
: i 
a 
Dpiss 






nai) ‘ 





36 


P. 


Retweaos the autounte epent ¢ en specléie 





sevasws recalved BY SpecLeia moans ef saveawea 


mnmkecles are kede easler when the fiaures 





AYO QINSSSa OM 


Re 


maw capita bagha, fhe foliewlng table 


“8 Of tha finenelal Atema contained 





ART. eA Boo 


ALRGIED PEMARCEAL IWENS » 
0 ae EM 383 NOSIS 


1962 















SATA Roe ari ttomena RRR CT EE baer IIR pee IGP CET ET ELEN VAT NAS AOI EELS TOIT LS I OO LAPIS capo at ninco x PARRA MENA SMG MDD RE RE DEI ISS 
EPI Te Na TINT AE ATI BITMAP YEE ATE RY) CALVATIA OLE SEIN OP TG LIN = PAPE APS NITE R NG ETO EEL 








Crit 
beicue i Hoyten (otpey 


Saab eda GeOR, 32 eee $297. GL $268.92 $202018 
aLsed& 203.94 2975-48 442.09 227.96 271.65 
ALGelS 206616 172.21, 240092 225269 169.59 
Eroced thew 


ya? ely tree 


4.3 2008 ° Bal? Loh 200 Ue7S 








& ty 
Other oe 

‘ ee ee = 

Ging Licences 








DG oS £8 62 45.48 43625 50028 
4069 33 089 22083 82600 80.25 
LSS 5033 oe%D BeOS BoSl 
oO? 93S Lead 2062 





ode ‘ 2023 \ e490 Leak 2oGl 


x 
ae ms 
Pa tf id 7 on WD are 
Gene Local Ove 











Sup 4292.56. 3.34 18.59 29.85 29.90 15.80 
Oeher 3 LreeBae wave He Ve O.56 5.23 : Beaa 2e37 3084 $,63 
Hisee Gene Reve OB 15.62 2holB 7045 16088 86.62 

Curren’ Charges 15.446 16.31 . 17.89 ' $e23 16.68 $2.82 

Seenial Ag oe ois aad Be 65 ete 
GIN 

4 _i3 &ehi aeS4 Beak 2a0S 


— 





wy 




































































vn 


q Oa 









Cosson brook Cbd Mb flricle Que, 


é 
TABLE L=7 » Conhdnuad 


ral Eo 
224 
re 





GONG maktuse BLL 39 S08 684 254.0) 220.79 269. oS 266091 
Police Protatien 26.03 fo dade i3aGS LG of9 22.84 414,93 
Pi a oe 19,286 24,82 10088 14.681 16.03 17.49 
Haga 40.88 S3e8L 25.33 26.88 82648 21.082 


me = rece, gh 0. " 
Sawe sage Be Seyace 












Bae Sead Beek Sead § 64 Gale 
oan senteats SES Tob he ee 48 ; 9 G2 6.85 
Wel fave 85.92 32620 31492 £6284 231.19 
Education eg - 85643 (85.84 24.85 75.96 . 
Health & Hosp. aaa BeOS 4.83 G00? 
Parnes & Raeoreae Aa oF &6CS 5.688 Ge88 





Koeusing G Uxisears 
Renewad - 992 5 eh& 





oh 





Pimenelial Admindw 
BErakics Sead 2.55 302% Baan 4a43 2088 
SaMeres, Coomera. 6.22 Beha See BeOS 2.45 Zoo 
Jenarel Debs 6.86 3a 8h Hots 1.95 . 6.95 SoG 
ALL OGthes 53 6 ate) $3 o Les 83,04 33.03 38 Lee 17.69 








RITA 


Sources g 





__& study of Table Io7 clear al milaritios, 1 


Ye AS 
Lo o or 


aay 
tis eo ha ae 





the es Leer ieks e 





& mG 199. 2, P i =m heed 1 Fe 
arposdicuve cides, ALL aix communities 


soacelved over 





apie ne 


4 ome = Mt Beha 
Ga&kesq Home Gf the eons 


2 








et at ~ ; oh gt 4, oy £3 : a ks a 
eonk of their genewal raver the Gorm of émbaxrgovesmmental 





29,2 PRs, 7 aps ay SI0. ssp 5 624 UE a ty se # 2 z COR ET: Sc dnt 
soventea., Tha percentaye ef general wovenue which wae in the 





ayy sate Se im ti te, Meth 2 
BG FORUG » however o Gig vax LA ED RAS 


a 
ss 












: co 
Ma, a 
4 7 
} 
: 1 
14 ot : 
oY hae 
a it ‘ 4 
i) eae © | , i 
aS | > iJ 
ike va 1 5 r a 14 
as n> « 
6 ‘ 
: ; 
= ‘ 
Se a »° 
its The: 5 
ral 
a ile 7 JF 
i = 
7 7 in 2c Z 
i ‘id ‘ . - 
a 7 ot is 
“ 
iD 2 i - ! " =~ : 
. 
— i = 
7 ie) e& be ive - 
a a ‘i iy f 1M a ay 7 - 
ay 
’ 
: 1 2 . J 
hag, aa 7 ¥ & D, » - 6 
Tu Sa a ' in oo 98, _ 
. =e - 7 ; 
me : - 
4 _ 7 : ' - 1 = 
* 7 396+ 
—- _ 7 Bae 
oreo ins @ -- = 
‘ 7 > 4 ce _ s ¢ rh — a 
3 
’ 1 
, ‘ 
i Hee x 
} 5! ' laa” ep UN - 
: ’ f 
ay “7 i) =) t v 7 ey —_ 
: 
: : 7 : a i 
ia e = 
ae - iN = on Oe a “ie oe - ri - fie exes : ca id 
se _ 7 — 
' i *., : ; ; iM a 
i? - ; 7 y _ 7 : aon \ 
2 ee i - ‘o Niele > nl oe 


7 a : ' 1 - 7 ‘ of caine Me ad, — 


; Mh - if. 
7 ceeitee mie 6 PC ei ae as tora a 7 
a a 7 
7 7 : seg he nos a 
: , » : bas To ee > RA: i le 7 


7 it mn 7 a 
n a i ; . 7 i , 





among the gis: @ietelere studied. Bostesn received the 


“s set Ks dy Caer eM ge ae ye a oy Bis dS chien : 
highest parcontage in this form, 27 par cent, ang Newren tha 


4 S 23 78 yay anon revives d wt Ey hae a 
lowast, only 15 per cent. The fundamental raason for this 


a 4 4 rm é a yh os epstny tee oie ep f eh 4 Sg 774, fa Bn 
Gl€fexvende 46 the considerable variomae of welfare cesta. 
& tat meal ps arson wy 2 ihe eet . ee Pet 
State 014 ond Federal ald, watieh is channeled through tha 


Asted ag State Goyaznment 





ie 


Aye) ys g 5 ety oi ude amc 
axpendieuren of the sim commealetes ebudle 





PR som ph dhe Soy 
SERS 





$8 Os my 


& Gas sy, 
BYeSe BAG GAcy Oy 





in the arew 
Lucy received auostantially mora than either Boston or 


Rs = on Lay 2 tak SOO ERerKa eter (ha ey a 
Cuibridge, ang these Latcer two chties Kecelved mora than ch 





ra ov ts 4 ds 
fay BORE par capita 





om health end hospitals then any othercdisteies. Chargag. 







made by tha Guiney Cley Heepital help te ext down the net 


Geek of the heaps tale Of the 64,825 thousand Gollara in 
Current chasges voealyed by Gaulney in ued ae $3,951 thoune 


cama Grom the Gainey City Hospltal.°’? city Moopltal charges 


* 


im Bosten and Canbede tga giso accawrs for the face thas thease 


as “; <A mah 46 ere Oy 1, Gu span 3d arr 8 Ae oh 425 ente h 8 eh ce 
two elties receive more im current < harges: than Beookling, 


Ay” i 
wi min 
an : 
' ; iy 
it 
ry | iI Paha te i ia* 
, 7 
oe 
: ‘ 7 
7 - ‘\ 7 7 t ny - j 
“S Se eee ems i OUP ree 
* - - - 
9 _" ; - 
Thre : ane rf _ : 7 = a 7 ry Poa) a - 
yA ry, 
a) 25% af Lm; Goes ‘9 it u sowha 6 Wy a 
ha 
rs 
7 ; ‘ 7 
FV Sek ls 2b ,. bbe 4. , 7 
‘i a : > + 
- ihe 7 7 — - a 4 a , , 7 ‘ hs 
- at ; 7 - a 
On 2” ws » 
. 
. a i< 
= a , 
= < - oan _ are 
D 
7 i ay ‘ ¢ = ib - a : > 
= 
ae <u ; — 5 -— i, 
: . _ 
meee s eee mek 
. 
: i ' i 
i ap 7 . — . % ' : omy ae i 
’ 
2 7 en a : : ’ 
A 
vv a af i 4 Thy : 1é 7 
: ’ 
a : Sa & =14 : ee / a 7 yi arian ( on 
> = ‘ le ott 8s aa a argv? | 
5 
, : v ; 
moe er i. aul its 7 : — a 7 89 a» 7 
' o *, ” id 


at : 
1 "7 ho “oN wae ' 7 _ i] 
a0 ; 








: 7 ae ; j : _ ; : & 7 
; : 7 ae Mm a ond 
a0"; - po. a +, Wa ry ; 
> ‘ 


' i, 





0 Mg Pn ae ry muds 
: a 


: _ 
a ee eee ‘Ti We Fi rik > 
7 7 eV), 
; : ines : Rf ov 
ae 
- o | 
rf 7 7 
@ ' 
1 : “i 
nf 
: : = 


&e 
33 


ore 
BR 
es 
ba 
e 
& 
goa 
eS 
3 
3 
an 
= 
ee 
# 
a8 % 
es 
ie 
Be 
Ss 
bat, 
[lee 
ce 
ey 
ple 
2 
T? 
3 
&, 
a 
bed 
ea 
Be 
2 
ie 
8 
wd 
oF 
Fe 
s 
& 
& 
es 
g 
& 
) 


Me 


9 the 





4 
$5 
Pay 
gy 
tet 
be) 
ES 
tr 
& 
pan 
“ev 
nee 
~ 
£2 
is 
Bes 
PR 
Pa 
© 
. 
Ps 
Ri 
. 
g 
2 
Ss 
a 


* . ° Aa ssn Ye os 
communities in public welfare 





oy yi ero) f HG, Fe 24 VESE 
ee ee) ERE BEaa 





varlence do eiuestional expendes., 





re 


an Xe wire, 0 a coun Ase is 
S86e50 par capita ia Cambridge 





a f 04 . me. ds 195 tee — Panett 
wenge in this cohequry qoea Cram 


to $124.83 pew 








i errr prciire £2 & 9 
re, BN een) ti 





3 OE 


ya 


high WEY » 





ru ; pit ante ih ¢ a 
action, and sretection. Highway 


gpencing mas 


Az ee Pee ag ah nie ag B gen . Fae Ore" 5 Fase GOS g 
gee fren Boston's $10.85 per eepita te Bewkron’s 





$59 vg s! af, aa pa ha , 
Sa¢2eL5 pas Som gpent the lene on £iece prokectdon,s 





He 
ZAG ee 


Brockline had 





: 
netiohboes. 





EE sO 
y, Kay 


fae 


; St a é on er ae en ens tenscpittas Wo os . 
Bilt, 624.83, Romten was seannd te Brockiime in 








. 4 arpa % a ai is 
eotechion esmanditucs, $19.26 per 








eecond, and baa 


respectively, in per coplta ex 





7) 


Rrocklige spent G276eiL, Bastar 826.85, ang Newton GLL.54 pay 


gaplta. Spending on gandtation dees net exhibit marked 


‘1 a} & Yar NS ty MEE My TD thet 
ditggeremces among the ein lecal covernmente. 





fo rom & BE yah CR EM os cans 2 Pda He any 229 prac oy ot 
But sienificant diflercneas eee under thea 


UPL ture category entitled "ALL Others While Quiney’a 










a - ee 7 7 
72 Th ; : 
if 
1" : : : : 
ee 
Oe 
| 7 idjds — rd i 
t > 
in , 
- a) 7 
' 
, 
ee eee 
7 : Pr 
: nt 
7 I Fete ee 
7 = 
4 ‘ 
o Apa £ q%2 Aa mh ohn man ie Sire =< ile 
, - r 
, th J 
' rnd mangoes!) wily ‘3 7¥7 ** Sb: ran 
a 7 p et 7 
> = ” oe a " 7 r a? 
noe i 
it _ Ss 
; a? Mh As 7 af a) ” eid i= jlo - ‘ au et 
7 -_ = i 7 ; ; 
: 
7 i = : : 
7 / i , — : 4 ‘ ws 1 & 
: ra ay rh <A pe = oo - t _ 17 
a 1 Ly ¢ ¢ _ 7 at 1 ‘ oe 
* @ 
i 7 : 
> - ' : ° 
. ii? oe! i eo. 7 - 7 
| / : 1 
; q. : ie iy A ! a Si 7s 
: / . ime : ’ 
f: ‘ - ual vn j 7 hi 7 j , 7 ; (a A 3 say $3 
sa i 7 ; — . vy, 
: : Cc y 7 t, avr nae ie es! 
; ; io i : 
od 
6 ’ - 7 4 A : r 7 
wy ” — Ao : 
; ee mde tat woe + sym Geile 
7 : 7 _ { 
; oe 
— ee? © - tate iP CRT, cal a aa) lms “a 
sty _ 
: is : - my oe : 
ag, ete i ale GAR Mee ys ic al 
= 1 oi 
; i re oe t. a a? . is que 
i ot 5 
: ‘ ot yt oan. an * 
P ay | v) 7 » 
1 oa : 7 
n i : Hy Li : a io otf ie j eit « 2 
7 : ay ih te 7 7 
t ; : 
; a 8 
' a ee 





per capita axp 
Medford end & 


a Be Pee ere} 


te fhe 
thea ae 


aa 
| Go naay Clg 
Le sheesh 








EWS ieee 


Bours 


SB he 


: 
SEYORGS Wp 


ot 


4 
4 





$e 
Ha g 


pay yas 
faes 














SES pp Se 











E Awphord 





AT ai, yar 
assay 








sotersn ns Bie senate 
SG re 








Peg he Aen suet 
he ie oH 


ASK: 


mew) 


ow 


Eg 


ed legen typ 


ue 


ney 





by de 


Be in tee 
tne oth 





TALRE-L=® 


eae, ORESY BEPLCID ASSESEHEGT, 





raga Ee dy Sy 


sep 









Baytex 


lu 


ave over 650.00, Much of 


aed the othe: 


Ea 





34 


touted to only $17.09, these of 


ey $30.00, anil those of Rooter, 


sh 
ee 
& 


GOO sitios ig Gua 


entitied “ALL Other” sneluges 


vex £iva communities ef the Matropoe 
fiele. Sinee Quincy waa net 
melltan Swendien Authority this elty 


The £02 Lew ing table gives the 


ee five comumities, and the per 


BE o 


CROTUNETIES » LOGS 


SSSR CEA AT PSUR Oo ae eS NRE 


Per Coplta 
Coss 


$20.04 
Lobe 
2G663 
10.75 
&oGS 


aE SR TNE MUST RRM, 





ee ak 


meen SOS Ee oral Nokes to 
An Paes of care en L_Gave enor a 





eS ed 











PLB Role AACA TED OSE TY 
ma Coeiy 
eit 2a Pek Boston 
mata Rowmeet LEP the F s sey dg dee suse s 
? of Booten Finance “Coit LESTOLGT ¢ 





; 


Re 4 ete 
etion of the 


A ~ 
es Bho ore er 











_ 7 , - “ 
Vass: Ba) 7 7 
: : : Rae f _ 
ae pa 
; 
1@ i 
a 
. i j ’ rr 
. J 7 > -_ - 
i ywew hon s° ? ? , a i 
a j 
= - y . - - 
; 7 nh ae se : i) = ] : no et: 7 
7 
: i ee aa ee 
- A 7 
ites ware 1 mh 7 a6" er 
- ' 
Mee 4 “ie S 7 - 7 a: 
an mand - al - f wil 
00g > 43 : ee) 
v8 i ‘ 7 ’ : & a _ a jm 
- % 
7 ‘ 
' : 7 , - a) : 7 
ae 
= 7 
=~ =! : 
- _ 
a & 
j os 
: - 
ty _ i . 7 , 
(4 ; ma - a 
7 : 7 , 
ios SP - -- -_ _ a — 
vy a > : 
a - : _ ; 
- + ! 
4 
- A =e 
hdine a 
oe — 
: - a 7 4 
- . = 
T 7 1 
i re me iv 
o 7 any 
7° 1, why 4 : ok ; : 
=. oi , - - 
l= , “ 
he ‘ ~ . a 7 a 
, 4 
fi moj BD ‘4 i : it Nes . 
_ a 7 a - 7 
: : ; 13% can : fiisaar-y. 
- ae 
ae wy ’ 7 — 7 : as - 7 if ve 7% 
7 : ; if 7 i : 
; ( ON 6 a ») 7 aie — Sees - ’ i a a 
- r 7 a? 2 € 
a = / 7 é a oe 2h 
’ ’ 7 7 
/ — i : 7 ~ Ft 
le a6 : ) 1 ¢ Hilo (G4, wes oe » 
‘ 7 _ - _ re - 
: — ' eae J- 9 - hl 7 i Vow’é @a\iin aa best ap 
: 4 * oan onl ay: - AG a) a a: 7 i i 
‘ 
‘ons ; a Tee (ints OG eete 
: ry ' a i : 
of i 
1 : in 7 OF | 
-_ ¥ _ - 
: an : 
‘ i 7 - 








ata tees dete ot ws oo mia 8 9 & whe aay 
Mo esis tie £Lecal structures of Aifferant 


Looal governuenksa 


comme € 
: 





trna in 





wheara the property tas 





such & high perce 








revenue, Tha fol: the offielal tax rates, 





7 : 2 oy Bh ce « oe OH ae trem, Loop gia gis eed pny 
the eacuabieed tas oe the offielal tas rates multiplied 





sto, gs % % 
PEREMIG WE heh BA 


As & sex fie ein, Ay gosh ofine 
we Givress tas ep the tokal, 





t 
Ra ee 
SA SOC 











tT me hy 
brid e) ae 








a eS 

Ryan: 
rage 
le 





Bes Darl orien: yore Sas (inh med ancy Myf Yoee STS A rat 
ESSER ees En SES TS LIAISE ROTEL ee RAD, 


Cosma oy 
Rout meray 

ie Bsa rece i 
Camlaeld 

He adfsa me 





e, & Ries * 
Guir ney 1G2 eG 





RE RY SLE A EEL LOE SION ane nse 7 PEA DD ELAN H MARITAL NAT NT EECA TA 


Sie 
LE wae bie nes shaki ie a6 


rit a Seiae Ce 


BaUrGA Ss 


























<a 























ae 3 nn ' ; 
’ 
i 
' f % 
7 Vine 

1 ™ 
yo ft 

a: , any 

y iy hie 

‘ 
' 
i (oe ms 
wn 1 
a 
i 
i 
1 
i 
s } on i 
1 ‘ ; 
‘ 
‘ At 
















| 
oi} 


bd 






1 

















ff ‘ 
Tey, (ne goal 
nat 





1s 





: 
K 





















H 


ia 





‘ ‘ 
ret s 


tek 
re 









n i WP sets 
Bs Sar yvonne Ps anny be ms 5G | Be suod haloes 


cities 





Although a dotalied cemerisen of Bosten’s flacal 


gsiruchure with that of obkher boo pennies 





@ lieting of ¢he effiedal and exuslined tex vatea of thage 





ities édoas esainferes the shove avidance the oe Bogter ta 





property taxes are monesmelly hich. he following figuras 








th Fa Qt) qT GTS att 
(aa SERB Wan Gea ay 


f STEN Sarehs Se we 
Canmerce Om tt 


2283, Wha £4 
ae ne 21g 





vasidents of each city would School » 





tty 4 gre ote gy ty ; GaN epee a 
Goumey, and ginka. ‘Alghoush 7 Glties and 


nk onby to 






other eltices 


HAR Ge propery Bak. 


ave 





ties eurveyed, Oaly thres had effective 





: 5 ra Pen §, ae tan ee fn, ; both Ht é Aa ye 3 
tax rates higher ¢ham Boston's. ALL three were in Minmnesaens 
Duluth, Mimacapolia, and St. Rawle 






oy, fey. +n - ns oa SH) 
ns fom DBooton "s Nich property Sos Rate 


fhere 149 no one reason fox the abnormally high Boston 


Faevore have helped £0 


= 
q 


z 254 tte ex r iy Te ee " A d 
property tax veke, but a variety of 


Sh we de coe eye ae Capa ee Sen i at ow 2 ruin a Ake & ence eae 
put the Roston rake above that of most mejer eliies and 





% 








“ 





 £ ed ha tise ay vo ~ ro iy PEL ae fe ga B 
ef most cities and towns in Magsachuse setts, The Lollowlmd is 








&® list, though not in ary order of importance, of 


\ 


factors which have been mentioned as being somewhat reaponsibica 


bet 


fox tha level of Boston's property tax rates 


BADIA, LoLO 


SROPEREY Gas RAGES oe 8 SSE CLVIES: 1963 


REAR SYR DN MEAT SAR STEDMAN ee NINTH LOTS SSP BETTE A TIN BRT EARTH er OCD SSM ASML CY BME SON AS SSE LE BONN AS DAE HF BAR IIS TILER ALESIS EEN A YS ONE ED TITLE Y 
Cee HEAT REN STUNI Tra R TSH Le 10 SHAHN AOD MES ST LR BANA HOTELIER UE NTR SINT BS EET SRE IGS UD IY ANN CERCLA RRS BOW A IEE Ra IEA WERE Te SL EHTS MAE NON S POSEETRI DT SO BUH STEAL NOVEL 


Oftilelal 


£3 Ey ere 
Para Beg Rakes 
Perec) SDL AD neo SE EIESDE 
























SOG G2 

G3 290 

Gh eal 

$9 e485 

O2 6838 

43.385 Loe 14 

49.693 83 gS 

hy Ba 2048 ek ao ; Gs ° aS 

SL» Pout, 208.00 ; 78 q9R 
Hengas Civ, Hlesquxt 5L<78 £3.96 
Rewark — 88,00 $3283 
Busitale SI 628 29,58 
PLE : Ee penuh G2 ® Bt 8,5 g ao 
Howe Las CORY ; BG .a0 16,83 
Baan SEY && a 62 35 & aa 
weorBicai Pe SAAN ROAR ETNIA 
Sources Touhea Chunher SOUEAL CA » PG marnkive Tax Rates 


ed 


of 325 Majou ¢€ 
Weal « 1324 (Dac a 





che, ry ag Zhe ene Sse: » t 


Tne Role of Me tes gd Orthos States 2n Giving Aid 





3 toed, AAs ay 
pre ete ee N cNEA M he, TE AELe et Se a ee tht oe 8 Pt nat ES. 
Mee ryt ee a ged a Bers ate wat = 
eo 3 POEL cone LGR GES FEMA A OUES 6 
Portes arte yea) ik hetero Pot hated 





ee aa oy * en & 49 
“nee Gre cs BRAS 





oh Ms Sy os oat, sch 
Very often the charge is 





bid 
& 
gs 
@ 





- hye AS a ms BER a Emap 
He why Ragsachusebts property 








# i - * uw - 7 _ aa ey : 
—_ =< ee) ie 
i a ae 7 
= i ul a , Pat ‘i a 
ai a i) 
i 
a4 ie - on 
i ath a yp 7 veh, 
= vn 
’ \ i 
t <a 
' > : - 
: i a ar 7 
" : ‘ ae le G1 ’ = : ne, 7 : ie 4 ri Ne 4 ; 
’ : : : 7 
", [ o> a ' Pp 7 Datel (rae fie a i (ee 
om 
; on : OUHNi: 4 «3% Bee 
: - 
‘ _ 
r : 
= 
SF 7 : 
4 7 
; : —— ee ee 
= S ea 
a rt: ; j 
Ul ay , - ae be 
ws i 
1 o ” + 
avi i > : a oa mh 
af or - ~ a < i” a 
i rare a J 
iy a 
: i ' giz 
>? : ‘ 7 : 
1 - , P aA 
v _ 
7 - _ “i 
7 a ma _ ' 
a : 7 . 4): wl 
i, : 
i Mi Ae 
; : 7 
ea. 7 1 peed , oy ’ 7 j 
fo 5 ° 
i 7 : 
7 l waa 
: f 
= : Lae Fe, 7 A 
a] — es 
: * ae 
a : : ' : : 
a) 7 ; 
- : a a _ es aca. aa 
= ; ~ i a a 
= “bo u a a oe. - . 
( Pa - y - ‘ y. Tab alpine oe re oy ‘oe 
_ 7 7 be - 
* weap wiial.-«. 2 
= . 6 oi) ‘> as [ ae 
ay 
\ _ - a ko - : 
; A a a 
7 nu : ac 
2 Pe 8S oy ee 
— hy , i] 
vn ay ; 
ry ea ae vot 
| les 
Se - on am LY tbe tent oS Siar 
: an hee he oe : 
| i) 
oe . 
7 i } U 
- ’ a a7 7 Vf z 
on ff a att 7 Bf mn 





Sst 


ct. os 
2 was 


ary 


> 
a 
® 
ee 
pond 
fee 
Ens) 
ae 
a 
Pod 





eats as) in LS 





effective rate in 


sen gree ay ty Me Ty hana Sits SS) conte 
qasgachusekbte Stake Goyaranenk 





ne LEER HE ary Bory 
rhs AS doe! SOY 





has met givon 
order to aliewlatea the exeass tax burden on peop naxtye This 
a] 


charge ie well borne out in the field ef eduention. Im 1962 _ 


Mascachusacte wig the third lowest skate fin the matdem ds 





ot 22! vast Bx any 3 4 re) & oy q meityd Ost? Tigawer ss SS 
SS CBRE be [ties meteee Vt gah Phe th Sy 5 Tore hae é 


Sa (Ut 9s. 4) Up yes 
“9 foe edueational pus 


: f= > ea Bo ome. Rennes ge in hoe a Bary 
And it is aleo borne owt, the 








ww oe £ ie 2 wyscen HR, 7 gon hs on 
unke. ok ala given by the Fidey states te 





sa ens, ne tesa is 
See os voteal Leon), 


goverment gqatersal ravenue which thie ald representea.., 





Maneachusestes ranked 36th im the rato of state ald ts Lowal 


3 & i ae " hy 
Poe Ehe 3 make om as a 





“5% sad eye : pees he, pin naan 
whole, etate at: gene of total Logal 





Genera vevenviee Far 


Gt 


lnasaciaekte, the paxcentagea wat 24,2 

PSe Cente 
This mark of 36th in the ratio of state aid to Local, 

government gemeral xavenue apeensa even worse when le ia 


Rehay est aged Ss aba x is dha, de di Bem ots eRe nt ry in hs oN; 
eonsiceres oh ong when the face thas Massachusetts also xrarite 


#:£th in the ratio of le Jaximient ganeral expenditure 








oeal governments in 


Rasggachusetts nok 2asG halp fron the 





i : 
7 m i Caer 
: i : 
—— .4 
1 po 4, 
: a : “pe. 
: 7 y tie 
; ¢ ‘ca ; i ee ei 1 x 
ALA i 
- ar J 
nt ie, Ae ’ 
Lan : = A 
¥ i 
- 1 “ Oh ee ed 
D 
- _ 
_ 





a ; is 
rs 1s . — 
- 5. at 
. er or 
UD 
nr ay = obs 
= ea = 
; ee | -_ 
4 ‘ - 
a es -_ im Hil 
A “a aS 7 a) 1) [a 
it 
o- >! Oia a ee 
r + 
jC, Prien Ra nt: 5 
i i, - 
5 nr oe 
Hl rey) 
i) Tamme fiele eel. 
a i i‘) 
si eee ; 4 bath ai =! ary 4 
So a 
iy ies Pie i) sta 
Lai i: t 
7 ‘ oe eS, oes pees 


, : 4 7 





Local gevernments dn 35. othe 


ad ta bear a larger burdan o£ 





programs than have the lecal 


ad ‘ ¥ in get oy, shan wt st & ¢ ee 
State and local exeanditure 


*S 


tates which 


ae : x Fn . Hg Bow ity in 9. 
governacnta in 45 other atetes. 





ats, 


vars belay Massachunette in the reahie ef state eid te Lscal 


HOVvaRNNs 








wave rad to rim themselves, and 


have. raceived a 








my ES deeb pay | Gren py ony et 4 Santon 2 Fo esyn3 
£ the peeqrane in the form 





Of state alé,. Tha welfare 4n Massachusetts are 8 





qood exmaple Of one of these programs, Case #1 bolow was 





& gyatem dn 1962. 





4.8 
Setoen qt 
iat SA EU 


eh ore ie the Massachusetts 





OES Sa 
Although Booten would have hed te raice some 886 milidon Leas 


eceroce $e, Meroe sho i piiegt at oa hy i 
Ce AES AEE Ties ¢ BiMGa eae e Ci bey et fare eS bey aA Ww PELE 





ve WAS 630 million, stata 


$46 miiiion aad stata 





S w.0nyan th At Vuk defined on iy oath ety. eevee ca pels ©. £5 : In ty ete 9 “ 
aid would have vopzesented ma much lower porcenkage ef general 





anus, although Le da corgect to say that the 


Meseachucetts Strata Govermmant has given much lees aid to 





- See *) S 
QAERE Bo3 dh 





BOSTIN"S PENARSSS, LeGSe REAL ASO MPO EdeTteAL 
{theusesés ef dollars} 





SAB este toyoeeot se ior eutectic obra ats ae ernie AANA AT AON AY Hic MN APSE A LEI IN OT ETL PU LE PI Nt MTA AED REE 
UEDA WRF RRSP ASIA MELT ROPE AINIENE ANTI LEER UR ARSED SIE EN OIE AT ARATE MARANA (EAT aA ae RSL A ARTS A ESE AT PEN RN NY SPN RARE OT 


aac oy] Cage ie 









$ neks 


wh 
ee LUG YER mm Ed hat ae Te 


@oneral Reverua $233,998 $LES O35 


State Covarmmank Rayeonud G8 GS 229835 
S330 wad a@are 33» oe 
dues et oe Lg S6l &e SSL 












Hictsee 543 BAR 
Cities . - ee on Et ee pare ee 2 fer cae $23 ae Bis 
Ge sneak ie OOo Gove 4a & 333 1ae8 a a8a 
sg eons LO EA a sie 46 ac heed Ae 





RE) SELAH ARLHS ET ATTEN II TFL RE REI A TS LTDA S PAE OE IE LETS ON A SCRE BTS F ELIE TLL FETT EM ERED NIVEL NS ENOL ELS TY EIN SNS PT UE 









= oF Coe 


Benes s 





its ieeal qovermmenta then have mesh states, dt Le even more 
izeortans to poime cus thas, given the quisting expanddeurs 


gs de Bre 


oe 258s © J, %n, 
PASH SGQEUR g Weseh 





Hasoachusatte State Covarment’s contedbutioa to local ¢ Gaveasiv 


ty fi Lemend onte ff ¢ 49, ean ey EY 24 Ya arr, 
SEAMED pods Rae) WROw 2 cog be bateais 


ments has bean £ wate 7 AVS 





we Oe 


forcefully when we view the rankings Gf the at 


SOL Laces 


. Ue 
023 Go Stara and Leese) tax ealieckions am the 





Fem at oh om pokey 23 a EQ gtr Ch BA tate ¢ es 4 
Magesechugetts xaiicead Cleth on 19G2 in 


7 Oe ee - 
: , 
: . eer — . 
j t t it 
7 ‘ : 
; aH a 
os 7 
' al - : 
ae ye o ; | 
' « ‘ 
[ 7 ma) 
i 7 - 
7 7 { 7 
2 7 : 7 7 : 
oar t if erry.) Nee 
we in — 
> ’ a ‘ ‘ A ai Se : po a Sud 
: { 
= - : i f. 

1 y - a 7 ° 

= 

5 , 
a he = - - 
s 2 Os, 


0 
1 , 
— bw 
\ 
; re] 7 
4 
- Vy : “ih J 
i =... ee) ae 
* = = 9 ey 7 
= _ t t- 
i 7 7 
j —<— + ‘ / See «) ‘ie 
aX 


; “ ; = ee | 4 ' 





%- oe a ” Cithe @ UR ty LS 


+= ; _ = EY 
> ow | : : sf te ME ps 7 — tem i f 
i i : ; : 
' ; : Ly g@ ig on ays’ 7 a 
= 4 =i! ae @ o 
ite 
a 
ne RAL 7 


t 


Pad ; ~ * t= gy apes ys” om n ree 
7 ‘ a i 


the vatio of Lecal 


sole we oom fOeEeS 3 Sow 
am 2962 wore 50,5 


WH HHO FY eh att 
Seek ees 


ene pers 


22 the pexveentage 





wade 


£89 pon 2m 
sey red 


ga Mopeachumatt: 


On the ace 


pareestage tn: 


8 





WEEGs 
propers Ge 
the Best hon eae 


the ratte of loos, 


Pes 
¥aele in Hosas 


Oe 


Ge 


whe att Zastyord 





We 


Hens 
ay wong 





gate BO 


La 


oe 
hay 
ae 

ST UR 


cage 


enn 


Sene oF seat Be 


Was 


| Massachusatbta 
@x the ether fout 
soantaga im b 


ge of the monic 


Mula have hoon 





npeeten etnusmeante ts ss 


ee 






ia have be 





SS emake 
ale al 


Solieokic 





LS BEOhES 


LGo 


nad be Qe, Gon Leen 


nation ao B wae 


Bee wae 


musekes had back 


collects Lone &o Sta 


mend 








and Lo 


vee Romad et baie 

















a eLyE Lew 





ta had 


erty te 
oie, 


ol Leckicn 


coy R, 


pONEF Ko 


% Bax 


A fitae 
aE bist et > 
uy 
as Be of 

ibe 


Lecel tees 


peN eye 
oie 





$m 296 





om Ga Boa 


SENG 
Bes 





dy ® 


BSB Ge 





text tty hae 


reed 


ca 


ee 








te 


ie 


Seaay 


Gath 


eed Logad 


the gets 


ejon ag oa whola, sed woune have beom $22 


a che 


Asta AW ‘ Fk 
Sa, 


as 





Be ag, oa 
LOGS 


Bex ti, Cop 
Rates 


2 42 


% wrest ft 
LOWBLons 
































ie ms 7 u Leen ww ~ 
es f : are a e= 
mW yu - nl — = 
_ ; A - ee h 
s ia \ 
7 ' Pa a 
: eres 
, 7 
f ni ie = ai : hag oe Le a v ; 7 
— v 
; , ‘ a | : 7 RY 7 
a =< i 7 
eae wa > 
‘ ee ’ 7 7 
: a") a , an 7 Laree we. 
: a ay 7 : 
i tree f : Ty ° 1 aoe 
Je Yo) ’ es 7 : a ® Le ; 
ie 
‘ 7 1 
: : Su 2), a= ai 
oe - a ie mv en oP | 
: 
. ; = > 
i rr re , “a's e 
= 
+ 7 
i fi 4 re [ 4 2 
7 . x 
nid oe is & oH th= 
§ - 
i 6 ce eS ee 
7 7 aa ’ 
a 
> : Z 
i> ' = 
' / : 7 i - ay - 7 
: r 
til 7 t+" - yy - : ; i ’ = 
ok -_ 
¢ 7 7 ’ o4 / %. - 7 oe ) > ¥ 
' - a ha 
. I _ ' } ea fT, 7 a fo 7 1) t an - 
_— * - 
LGi cent Y= > Hh oe bose 
) - : 
7 t =U - a Ne % - wv ‘ 7 er Ara 
if me, ee ah! sn Ce! wo se) trad: 
' ress 7 , ; : 
wo a 
, yf i i, a g : a iu 
7 os Pay se is iW "1 SGRAA ee os a? 7 7 
ae aS 
i : 7 7 : : aids ra 
i + ib! y Ghar a i Rc | apneic, r= é 7 
~~ _ Ue er oe ni 
«7 7 7 = ‘a 
_ j i - ; 7 oe 
a - 
: i: 7 ; = t _ 
e =] De r : 
i ou i, ; 
r) . ot 
: 
j 
ie 


Goverment had pe wargiealiy bh 


Mens ooteces af tne 






Other waya of showime that tha ete Siege 


a 





auy burdens on Local goyexn« 





fe yyy 4 Ses Mie ~y 
we ere the following SRE LGGAS « 


Although Messachusetis ranked L¥¢h da toeak covermment 


vanked 4th in booal OVOE 





wendLouse par 81,000 ef 








ranked orks 





im State and local ¢n £1,003 ef 






a &> mae 


re Se 
4 fen 2962°° ge vonked 


Bad GGA. 







as 
T) 4) Be owe vty 
pas S fears 


eek tas & 


A or WS 
Site SGP 








ny x, 
Spt ay passant 6, nS engage eo 4h pSb ws 4 pits HE cre seo 
Rie Bio Say CE, 9 ee § peste eee GSS fe dn ex faatorh dy # ie po Be 





‘de 


Haseachusetts. Alves mantioning that pay caples 








%, dof echt: ony sin My 2 toy cocty, Pt & « 
ene mekicas SLgare wi per capita is 





Property teaves in Maggachuget 
es So # ts 
because reapeneke,Li ley fax 
‘ « Lge Be 
emenaie on therafare ae 








aS a . ORES 
at the Lows Sa. e @ 6 é naan ara wae 
tS BR it: ety bey : n, 
main roures 08 do seed Ee POR» ELS g GLE eG ety ee 
ta B 
i dbs 








t 7 a a ea oe 
7 - = 2 7 ‘se, I 5 1 = 
7 7 ory _ - vy a " : 
¥ ‘ = a 
: W 1A Dy ‘ ‘ ain - ant t 
- went 7 Bt —s Yt a Tw a i ‘op 25 a _? : : “7 
7 = ' 
. : 7 . 
a a - ‘ $6 : ne - 7 ss iG y 
"| eae 
* -_ : . 
7 he 7 co 7 ¢ «J = Ty 7 J 7 . a 
: : 
: ie 
, ' _ anit 
oF - : : - _ vl , n 7 7 - 
i : 
' "i i : a wT ie 
7 , . ha) we 7 
- : : 
. o = = : ja 7 af 
- rs = 
= i Dt - img 
a 7 
i ; 
= 7 ‘\ : y 
- = 4 = ae oy 
~ 7 
HH) # 2k 7 j oR 7 
- 
? 7 , i > iy a i) yy ay - A 
y A 
= " + sy 
4 wy =" - vi ‘ ; = 
; ; 
- - ass 
: 2 : oo or - ; h 
= 
o 
7 .( Se © MBA Oe 
: t = © eon . : 7 4" 
= y - 7 ’ ae i Ge A 
/ 4 ; tpt ¢ eead -1 “8 
i " ‘ 
= : - it 
7 “a jo OVE? - 2 Cee - 
‘ —— ae 
— 
; : =A — vei fh \ (ois 
at oe “Ul yae Pal se \ gp laneitsiaall 


i ene: ‘ ol (halen 

$e: = ! Re. eo ou 7 io? & eo 

ee i. 2 es = iim 
ics wae] 


| 7 And, 








# i a 
a 7 
: 7 if) 
7 @ a} . 
ai , i 
- iv - ’ 
yy | 
' co an 
= + 
i ¥ Nb n 
7 


grenter amounts o£ ste 
RUMpPLapaewy VAs sows 


=] 





is ere veveny 3,48 









Pepeticks 


Pea St Vea on eRe 


Pfc eae al, Ge Cx OVEN 





& 


Om the moti head woed by cha Hagsachisette Stabe Governwent fox 


ay Pa penia rans 





apportioning aid to its cibles and townge The 





es Bs ue htt Dx art & San, on meinnn a Yo - . 
Comsiseiles has wepoahediy criti sna favamnila for state 





« 4 Hy o Ren te Pr Sr 
financial asgletancs 4s 


2 


ra cha ys ity s 
POM OB Skier 


Boston Pamiealpal Resaumch Bureau hag canals 





as , Bay we dts Soe oy Bassey ee averted’ eg dl erie roan a % ‘ . & n 
¢ aa. by 9, Me at ate, a, a oh EM & ty tty CE) a cs 
os the apa tap mn boo soondiyvdm mY ERSy AGG A 





Ye 


AUS : Sf. 5 2 te 
gcnool gougdakios aaa chan 26 


fs 








o ie 3 sewn Sy a nite pts de 
Ey fey quiere sri corde iets 








é say oy gett ented ery LS ey 3 . Hit és de eke gl se, G extn SBa uti Forte oS ers 

im Maseachusescts. f¢ rafara to “che peocass of detemalning 
4 Sh Ee 9g ow bay Os i Gets ye nyt aA 

the eal ex ai faLe value Of GLL tuxswle progerty Im euch alte 


2 a a ste = oY icy erat va & ay ee 
end tawn together with ¢) ae yaive of certain cosporatioan 


property mot subject * to Loval tuset shots’ le 


the peaceas of 
equalization 19 a progada by which @Lfferences im Che aageage 
meant vabloa of Gli¢ferant communities ara eliminated by 


sé Ferm mtandard 4 





add justing Local property values to sc 


ef valvakiong 





ert aris & Be, AY st 24 ‘ * 
THe FesulLe is a rolesively 





: Te » 
a nt - ia Ve 
Se , ine a 7 ic 
r ’ canhyeel ot 
i a8 : ia) omy 
. ne - 
“ cont - a m4 
a i are Pie, ene aa ne ir iit= | ate 
a on : mrs ty - ms i oe - 
ent ; 
: rod € on i= = P= 
7 wT a 
a a 
a ove 
a : - 1 ¥ mp - : ws a [ 
i : : , ‘ Ts, : oF - - an ‘ a wy ‘ 
np a, a iy i 7 ww 4 be 7 nee 
cn ; ia os ian a 7 — iy oes o Leo 
Wy * ‘ce the oa) 
& 
. ie oe pa a) + - 7 A 
Jif 7 . - y : T ee # as) a r 
4 = 
_ tg! a oe ry : ; v4 ine peel 
: 
7 
a b.6 Giese aw 
7 
_- 2 i rm*> 4 
' an oir i : a: . r 
es : a 7 " 
a - - 
: : p 
: 1a) > pe he ‘a ake y,": 
oa) 
i - Tv. -, : wae ENT 6 (sneer. | aca A 
;)e. «se ye =a j - ia bo ~ thee iz 
, Fa : a 2 
Zz Sosts ae ee _ @Wegve: (on aie 
‘ ae a) 
- i: ul 
fl > i] +6 - = | tts 7 fo -_ in ay . t ! i ain ad aie 
+ m 
7 - we nie ay a 5 bs LY a 
- pris eS in, ew _ Hh, | yi =e 
ay 7 
bie bie el 
i: n i — ee ‘oa Wie 
a ' 
7 f , 
7 ; = ar, va a 
7 SF ivi 
7 } 2 ‘ - : o ° : : 
t - 7 ay 
eo, 
pa _t - 
7 ‘ 
i i ay 
See a 





between Gigferany eomuntises. Bach « coum dt wy ie ELated 


asf oA 31 nt Che i q rt oy ‘4 J 
BS haying mi cosbain poscenksgs of the total waluakion of the 


State, Cextoain estate and county texsen ara agseaeed om each 


eoammibty oan the basia af the ratie of the total valustion 





eg the parelevler eros f EG tha valuation of the shute, 


or €0 Cha £a6al @ 






“0 local governments have 





# * Satria & 4 3 qi ee 5 
each outa sede les yocpeteicy sebal valnation ef tha 








' SENER mre 






1 LG63 Waxe Pore 





a carn, Bey 
eae Oe 





ine epee of B 


hee 
oak 


Py ‘ts 
ee the ¢ 


Boston's valuation hee decr 





ene vRimekienm of the reat of EBhe state 





pom etomiliv inevread SLOG a 
One of the ty OO of etete Gineeeial assistance in 
whieh the eeunlized yaluntios poxaentages are ded im the 


aliecation of funds dea Financial amedetance te the eitics ond 


owas in the cenetrucetion of school buildings. Aecording to 





Ma ee Yote erengserce aE wed, Bay La Sf ? 5, AE cS. S gle PS 
the foxemia foe the distribution of cumia im effect 2a 1964, 








4€ the valuation pow pupil in o commnduy wae lesa then tha 
shusgtios par puell throughout the stake, the cea fenie 


) Bin ss sn pty Yeon ry #3 0 < : a - seth, 
vacelved peagertionstely more thea 25 pe east rela 





fee acheol conetrustiien ceata. Co 





valuagions pew pupil eaulad receive up te 80 per cent of 


e WIN Ye BS ss it $ y ye a 
coeks. if, however, the valuation pox 17, in a eos 








ye % £m sony & Ryn “specs nen 4 mips fF agence’ 
was greater than thet im the stata, than « matty wageived 


« 


BE 
S05 fs SRR hors HE Sin By 
fhe minisam qrang wat 29 pes cont.“ 





tesa then 25 por 


the underlying thaory of this 


sae 





gecus te he thet the 





Se as om a rcreayn ey NE eB pou, one 
eiae Gt the studenk population ¥ 





gommauniby, and Che valuation of the co: 





financial capacity. 


Rare fe Sad gee sain - 
Unter this fosmila } 








rs £ 
BO | geo etHeRS 6 ot th ae beat Lt sei 1, £ (AER paea ckce one! 


cg 
ts Ge wos AEt Rpels ERG be ale 


s say paca ot oy £2 d i 
tiiminwm amount: of aid, 29 por 


je We HE 





wVReEL 1253, when thea minis: 





Another typo ef ateta 





valuation rakios 





pcheol foundation ald om, as 44 is 





Chagter 70 ald. The puepoge of this ald hes been to inguse 


@ minimus love ef educati Lom im eli aes 





gon & pp ys Ley cried 3 oo ni ay & de & 
&o aqualiga the cost ef eiucation among Cheas communiiiage 


The allocation of the funds has been detesmined by the 






a TG nee : 2 - 
3 : iD 4 Veni 
ie a? 
mi, 7 
' : 7 ; ie 
7 Pn ce = 








me” wa, ‘4 ‘oye eve won Bey 4 r cua if 


pISP at we 7 ; an 7 ¢ whe a ian 12 ne i . 
v 7 - - 
rT nm oo: it * V « | (eter > ae a i hia 7 
ty 
- § . 4 ‘ : - 7 : aii a : 8 


=e 
_ 


- = 
7 an . Fa ¢, al 
S ¢ ac ' : a ’ ‘ ‘3 a4 Sal i iy 45 
i | 
k alae 
7 7 oe a: ae es rhe 
- ' v * gli’ a ‘ 
“a © 
: iwi a) 
- 4 ‘ww Dy. ( _ S i yey 4 ! a 
7 a a ® 
; eT 7 


1 
4 ? 4 a 7 
+ 
Q ar) J : § _ 4% Hi ; 
4 
- co a : a ‘ec — 20)" _ a a, & 


i i Tae hee wa “ania Sy oe 
4 v + eek Oo } Pie” us ia ; ® oa : 107 a 7 y ; he 
- he - 
: -? 7 at ba ‘i I a stalheite fa i %, ae i 


: 
oa bl” oct hpi lite ® ay 


7 re 0k Ye ee Sia 


’ - oo 7 is i? iain) a _ - 4 ou een : 
7 - : : 
a = nh 
‘f - ® ; : tt 
- en ae 


following formulas "the grant mide to each commmity aquais 
one-half of thea asmunt by whieh tha foundation program 
“(8130 por census child eced 7-16} exceeds t the yield of 
$6 per $1,000 of equalized valuation of the comm mumdiyre eo 

dn 1962, although 11 per cant of the children between 
the ages of F and 10 attending puife schoole in Maseachucetha 


resided im Boshoa, Boston received only §.3 per cant of the 


. 
dnt Behan eeandaetan a2a hada Lube ee) 
BotaL mGhcok Foundakion aid paiG by the States, ? oan 
a ao 5 oy Fae & yey ay fa ag ety eh te go Sony Ot sy 4 & ers 
equaliged valuetion ratio based on more recon’ valuations, 


ye Beas Sp am Fa ene Said cute 
Have given Boston a hie 





. ots at = 
sad Bak an ES 


e 


proportion of echool foundetion Hunde. 


Although it As true that Basten would have xecoalved 


au Gf ald with & more tpetowete caualiaae 





Iabva of certain 
tion acheduhe, tha exuck opnoaita haa bean true of anothes 
type of state ald. After all the distelbubions of funds for 
ppanlfia purposes a ace wade, such ag for school Lunches, 
scheol bullding auclavenca, ant Libraries, funds are 
distributed to tha communities for no epaclfie function. 

Host of theee funds have been dis exited om the equalisation 
basis oy, as it ia more pepularly called, the etate tax 


besia, Of the 6132.9 milifen of State Inddvidual dnecm 





" fs & fy a on cue |g hy ton, cat 
taxes aml corporation taxes distributed to the 





im 1962, $55.5 million wag distrlieutead for mo specific 

q ; ay * Ae q s ae Rey a 
funetions, aad according ta tha “stete tax” basieae”” whe 
formula for the distelbution of euch funds wae as followss 


the percentage of the funda vecaived by euch ce 





mniey ie 
equal to the ratio of equalized valuation im each conmeuniLty 
to the total equalized valuation of the state. The fact 
that the giate tax beste or the equalization hagie Ws 
determined by L045 valuations brought Beeton a larger share 
of the $55.5 million then li would have received uncer @ 
more wecenk equalisation bus 


4 : 2, dt La ay 7 s fy AE GF jog, pent 3 aa Ae " Bf ey le J . ay: a 
What waco the neat effecs of the 1945 equalization basia 


o by Son ee Ore a eect a pitt x foe. aaumy EMS ot z Ns mr er 35%, OES BMS 
foe distribusion ef cextainm atate fumis to the Clty of Bagtan? 


Hs 5 : = Cris o ok me ate ss sell oR nse ail oy By 5 : £2) 6 
The Boston inmicipel Bureau addwegeed iteelf to this very 

ey Sty 4 nf Pt an catty, 820, ately * agen ween panda ¥ By athe od : 
question im 1663 aq a bill te enack on eanvelisation schedule 


based on 1962 valuations was being considered by the 
Hasnachiastte State Legislature. The Buren found that 
Boston's gains in shaves o£ state income and cosporation 
taxes dletelbuted om the state tas haste wena outwoighing 
the logsse of funia Gistxeibuted fox epecific purposed. in 
athery words, Boston was receiving ineva etate funds undex the 
1045 equalization achadule than it would have under 4 hore 


c 


& be os ht, Sw. . u 5, 
Upetoedake schedules” In fact, the oppeaicion te the bik. 


~ ) 
7 
: 
= 8) 
- ay a 


32% - 


. ' 4 
ii a 
, 
Tea! qu e 
: © con Ss ¢ 
- ay bY je } 
as er 
= ois a 
, 
Hg! Se @- 
_ ) Sec‘ SS 
- ; ‘ 7 or vil 
i A haan 
7 c=). 
r a 
7 
7 a oa 
a) al - tise 
_ 
- = t-yoo. i 
* 
i <4 mee - F 
@'* = «66 A @ 
—_— 
i ry 
7 3 
: oT) +) i 
Be 
sé Ad! 
‘ 


eo Sie 


© wes Ned + 10 Ras ORM gO 


9 Mpa 
“3 i 
Os th 
an) ue 
- ais g : 
ay in Ge hae 7 
© tee 
t 
3 
_ ie >» Ae 
ov ee Ae 
i 
=) he 4 ; 


> 12, =F 


4 eu 71 


7 _— 
a se ° 7 


wee 


Smtr 


7 
= = iP 
a 
ve oe 
o 
ord i 
> _ 7 
‘es 
» 
ai —— 
:i a 
aati} > 


S ow iilvess 7 : 


' 


- 
+= . Mer Ae 


- he : : \ je way 


a 
hy =n 


1 


> ea Jt ORaillars re + 


. 
oy 
— 
a 
- 
~s 


he 1 . 





>= 1a, 
; 
a Fr P eae | 
ev we 
. 2a _ 
on 
oe 
— ia) rh 20g & 
oa . 
7 re if 
x : : 


4s 


foe a more foo rendne achedule Wag Oo esterong from the Boston 
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older cities whose share of the total valuation in the state 
hes fallen, that tha sponsors of the b411 agreed that, though 
the bill was to take effect im 1965, no community would 
reesiva Lesa in 186% im dmeoma taxes end cor roorabion ineosas 
taxes distributed on the state tax basis chan they xecelved 
dn 1963. 

Given the method of distributing state funds, therefore, 
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to say that Boston had been receiving up to 1965 leas than 
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One of the costs about whose method of assesanen’ 
thera has besn commant ia the ages ssemenk fox Gcbt services 
and maiatenence of the Me axovolatar Parke Distetat,  Twoe 
thrids of the maintenance espana sas have baen assessed on 
the manbex communities on the basis of the exunt lized valwatious 
of 1945, and all of the debt service costs have heath asseqran 
tn this Marner, Under che echeduie of anges & based on 
2362 valuntions, Beston would have paid $313,000 Leas in 


1962 thon it actualiy did sy,©9 





Sti wary a <., Rey eae Sate Re 
According to the pave waiel: wes! 





inate effect in 1965, the expences of the Matropoliten Parke 
District will be seseaged on the mawber communities on the 
basis of the 1962 esenlined yaluatbionss Boston's share of 
these costae wilh thue be about 6300, eo less than they nave 
been, It should be pointed out, however, that thie figure 
ae not equal te the difference hebween what the elty rocedvad 
up until 1045 dm state funds accerding ta the 1945 eqialistion 
echedule, snd what ae would have waco ived wider the nore 
recent aqualisation schedule. The Cack that the equalisation 
schedtle which haa heen in effect throughout the state haa 
been on 1945 valuations has in no wey been responeibie for 
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Fhe ona maetronelitan “cate whose Reothed of asaeseman: 
hag heen most severely and consistently eriticlaed has been 
the daficlt of the Metropolitan emrnaekt Authority, the agency 
which up until 1964 had been operating publia transportation 
in some 14 clties and tame of the Boston Metropolitan Avaae’? 
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is greater than Bosten'a proportion of the WA district's 
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been 53,732 million lass, or $16,233 miilfien., This would 
have teant a savings of $2.86 on the 1962 tax rate. 
Clearly the fact that pa the 14 communities im Ica 
‘ Lines existed have been paying the whole defiell, and the 
fact that tha deficit was assessed on tha basis of a 
passenger counk nave played some perth in the high Bester 


yeoperty tax ¥Yete., We chall see below to what extent Boston's 


burdan of the teensit deflelt will be lessened undexs the 


fone ef asace aiag the Seficle of the Massachusetts Bay 


Trangsorctation Authority, which haa replaced the MTA. 


Zhe, Busden of Boston of Suffolk Coun ey YF Costs 


im 1831 the Massachusettes Lecislature pasacd a b4Ll 





atipulating that the Cloy of Bosten should gay gor all county 
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services of Suffolk County. This county includes the cities 
of Cheleea, Revere, and Winthrop, @s well as Boston. At the 


time the bill did not geam to be placing a grossly unfair 


Shs 


burden on the eitisens of Boston, since Bosten constitute 
over 99 per cent of the population of Suffolk County. But 


the situation has chanced conaiderably sinee then. ‘the 


ae 


cities of Revere, Chelsea, and Winthrop have grown much 


faster than hag Bostedad. These other three eities nov have 


fey 
bee) 
f 

fray 


11.9 per cent of the ponulation of Eolk County.“ 
in 1962 Boston appropriated $8.4 million for county 

agenctes.°? During the same year Boston received $2.6 million 

6S 


from county AGENncies. The burden on Boston for Suffolk 


| County expenses in 1962 was thug $5.8 million. If tha 
county expenses had been Glatributed among the four alties 
of the county on 2 population bagie, Boston's burden would 
Pega eon oniy $3.2 million, a ie of $690,000. This 
-wovld have meant a saving qo in the tax vate of $.41. On, LE 
the county expenses had heen allocated among the cities on 
the basis of the 1962 property equalization schedule, Bostan'a 
burden would have been $5.24 million, a savings of $560,000. 
This would have meant a savings in the tax rate of $.35. 

“y costs which Rosten is 
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carrying does contribute to the hich tax rate, but nok to 


ae 


any great extent. 


Ghe Imeortance of Tavetrompt Property iy Beaton 





Mention has already bean made in the discussion of 
the general structure of the Boston fiecal eyatem of the 
wole of tax exaupt property in Boston, Its importance can 


porhags bast be shown by pointing out that, excemt for 


Nox 


Washingten, D.C.s, Boston had the highest proportion of tax 


; ee a pn OO) abt MS Sa Aydt & sy9n% GF gesyen d ging Ff 3 & 
EXENSt proparty, 26 per cent of tetal valuation im 1961, of 
ek 


5 ‘ De oe =a at 2 ee os ay pee 
amy Majer city in the ecountry.°* Xf all of the tax exempt 


property not owned by the City ef Posten had been taxable 


ae 


jm 1961, the property tax vate would not have been $100.60, 
bet vather $70.30. 

We haye saan shave thet, of the 38 per cent of total 
valuation im the city which was tax exesmt in 1961, 20 pear 
cent was government cuned, private eguestional institutiong 
cuned shout 4 por cent, benevelent and charitable inetitutions 
4 per cent, and churches reprascnted 2 per cont of total 
valuation. the City of Boston haa recently been attempting 
to receive payments from the privata colleges and universitias 
im lieu of taxes. The Boson Finaneca Ceamission has referred 


to @ susvey wede by the City of Bexkeley, Caliserniae - 





iWon 






ead. 
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Eighty eltiles which contained colleges and wnaiversities cach 
with an enreliment of over 5,000 students were asked to what 


extent educational institutions contributes to the cost of 
7 


rept ted that they had received seams payments from the 


resident university, althouch not all of these were on a 


xeqgular annual basis. ?9 


$ yey ts ore th et 17%, des ca 2 ett ore Ae ea eyes fy 
Bven theugh the City hag not yet bean succesatul in 
reaching agreements with its resident colleges and universities 


for soma payments for minicilyal services, the fact remains 
that the burden of so much tan~exemete propexty would not be 
lessened to any considerable deqrae if some agreement were 
to be veached, for, ag was pointed cut above, only <4 par 
eenk of the total valuation in the city Le cwned hy private 
educational institutions, There still remains some 34 pex 


cent of the total valuation which is also tax-exempt. Boston, 





ene of the major edeeational centers ef the world, one of 
the major hospital cestera in the we vid, the capital of the 
tenth most populous state in the country, yet covering 

very small exrea, helps to gupport an enormous amount of 


property from which if does nok raecelva, and cannot reasonably 





hope to seceive im the mear future, amy property taxed. 


Roston’s Property Tos Pao 

Ghis high percentaga of tameaxenpe property aflocta, 
of course, the Leyal of taxable preperty por capita Ln Boston, 
which is quite Lew compared to mast ether mater eltics, 
although it fo high relative to ether communities fn 
Magsachusatta.’* another reason why the level of toumble 


property in Bosten da lew eomeared to other majes cities La 


“ ; os Yorn, Bo ‘ : ‘ tol & Boy <a ; 3) 3 i vi 
the feck that 46 Le such an old eity and @ stall elty, one 


ad 


>t Son wis ee wine pA hese ey eretny eo ota! %s op Ayiy fcmimentn tvimnenemte nme OF Bh city Tt 
wnich has nes experienced much new imvestmenk until vory 


V2 cas 


KEQGIELY e fable Zia gives the per capita rend 





tax base of mony Large eitios 4m 1062. 
O£ the 22 wajer citics other than Beeston, only ane, 


Philadelphia, had a Lower real progarty tax bapa pas capiea, 


ay 


and only eix did nek have a per capita base which wes at 


—a ae i 
least 25 per cent higher than Boston's, If Boston's per 


capita base had been equal te the madien fleure of tha other 
2h major cities, $4,031, ise property tox vate in 1962 would 
have beoa $72.40, rather than the ncimal 899.00.7% Boaten’s 
Low €eal preperty tes base is a mages reagen why Boston's 
tax rate is so much higher than thes of most other major 


elties. 
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City Por Capita Rent Property Gay Rage 


New York 
Chicago 

Los poaeree 
Philedelphia 


Detroit 


Sen Francisco 


Bascon 





Cinadeanakds 


AELANea 


$3,913 
(4,531 
6,362 
2,928 


6,103 
3,197 
5,869 
3,672 
4,929 
$,850 
3,625 
5,234 
4,135 
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of Boston and of five cittes emi towne 4n the Boston 






Metwoyoliten Arete Alchoucsh fe 4a Liveace 





whole fisesl eystem of Bestem with teat of other larce 


eitica, 1% ls pessible & ef Beston’s 





eipanditures of lerce oliies, rensiy, thoga 





elties which finance these expendituses In the game way as 
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does Bosten. fhe comeartccns will GO GR A por capita baglee 








Public Welfare 

We have alxeady sean above that Beaton hed tha 
highest per capita waltare eoot in 19025 865.92, e€ tha six 
comminities whose fiseal system wa analysed in dotail. 
Borton alco bad the highest per capita cest of any communit 


im Massachusetts of ever $0,000 pacgle. 2t was folLowad 


Glesesiy by New Badferd, with a pes comita coat af 665.82, 
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TARE wileh S64 0? » fag Be aaa River, S63 o84. 


There ave only two major eltiss im the country which 





sh 2s ade. " tet eS ty oo fe ae 
Bye a , ead ” oon ra oe y eS Te » wi 
fivenae wai Lave GBSee in & Ie saws WES EQ ae hes Boste: Rag thes 


LP, 


ig, the walZare program ds sun not by the State or the 


camty, but is fui entixaly by the elty, Thega cities are 


21 at = “ oy 249 - 2 CE my open ste poe Zi 
Raléimora ond New York. Beltdmere’s por capita weltare cons 


“ oo SG. “) » Me AyD 
im 3862 waa $33.74, ond Hew York's wee S41.21,.°~ Both of 
these figures axa below the figures ef ail of the uxban 
gent teen Jn Mansechusat’s> 


the volatively hich « fares by ushean centers in 





Masaachwes BEER e Gs yeparod with Bale dmce ead New Youk, reflect 


a merce Liberal attitude towasd weltare peedvams in MRESACH ES 
especially with respect te ald te the eldesly. The state 
laws of Macsachusestes vegarding eligibility for O14 Age 


J vt © ss - 2. Co Se aan < sy GE 
Assistance and Msdieal Asslatenss to the Aged are very 
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generous, so much so that a recent weport em the welfare 
programs for the elderly in 11 Negtheastera states? ge 
1952 showed that Mags achusebes venked fisat in the nusher 
ef vraciplonts of af sa ee the oldexiy por 1,000 population 
aged 65 and ever, Mageachusetsts had 136 reaipiests per 
1,Q@00 population 65 end ever, Maryland had 65, and Naw York 
4G. The average payment por reelmienk: of ald te the elderiy 


ha < a eS A canta thy 5 cas rane es e A anes : 
‘dn Meeeachusette, although slightiy Lower then in New York, 


difteres: eligibility voquivements amd payments per saciniont 
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ak 620.12 par inhabitant monthiy 

fox ald to the oldexly, New York spant $9.62, and Maryland 
xi was because of such Liberal attdtwles towards 

progeana_ foe sid te the elderly that Massachusetts somked 

. Sixth im the counts ey in per oapdts welfax ave paymente per 


month, Masaachugetea® f2guryea wae $32.20 per capita, §20.ha 


of which wank to the alderly. Thea national average was 


$22 pene, mney dt bo Slang Bey t ence Sy ot wae © 
Fase69 per capita, New York*’s total was $26.32, and Mamyhond's 


a11,07.78 ghese figures explain why Boston's par capléea 
welfase costs ara higher thea Baltisera’s, and help to 


ezplain why they are higher than Hew York City’s. 
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Another reason why Boston's per capita caste are 
higher than Hew York CLty's is the corpogition of pomilation 
of the two Gitleg. As wo shall ses below, Boston has about 
£3 per cent of the stete’a population and you has ebout 25 
par cent of tha staze’a welfare population. | New York City 
hag about 48 pay cant of the state's pg OPULAGLOR and some 


61 per cent of lta state's welfare nonulati Lome ?? Thue, Rok 


enly are Masgachucetes’ expendituras on welface higher than 
Bew York State’s expendiwuwes, bug Hooton bears a relatively 





ave pregrems thaw doas Pew 
York City boar of ue state's welfare programa. 

She Ziguses juse nehed above show us why Boston has 
the highest per eosita welfare cost of any Lasgo elty or 
town in Maseachusesta, and much higher than mary of there 
-‘edties and tawns,. The Clty ef Boston contains about 13 ger 
cent of the State's population, and yet its welfare costs 
“ange xem 20 to 35 pee cent of the tovel Stata figura in 
ali of the categories cf valie£. The haslie reason fox this 
phenomenon da the cempesition of the population. In dJannacy 
of 1962, the City had 20.7 pes cant af the eases sacelving 
Old Aga Aggistanca, 22.8 par cent of tha cases receiving 


ond Ue a as ee bon 4 =, ee a & tes P= 
Medical Assistance gor the Aged, 36.6 per cent of the 
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Disability Assistance cases, 35.4 nex gents of thoge receiving 
Aa te Dependent Children, ond 25.2 por cent of the General 
Relies casas. Taie problem, which 46 completely cursida 
the control ef Reston, lo an example of the pattern which 
exists throughout the country’. The large uxben contexs hea 
the highest prepexrtion of welfare caces eo tetal population 
in each state. 

We have geen from Table Ie shave that, ag dte 865.93 


* “ 2 Jo SF Sas meen ad yn wtin S ee £5) ees eae rm ets a ga sane at 
per capite expoendivuras for public waldere, Boston craceivad 


$54.83 im State atid end Pax 





the State, The new cost to 
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adainistering tha walfare preg: 


os $3.05 Rey onsite, 28 
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Ef the Masoachusetts Stata Goren 
the walfave programs throusheut the state am 19682, a8 Whe 
the case an imny statea,®” the cuvings ¢o tha Clty of Beaten 
would have hecn $7,947 million in welfare agsietance end 
S2.128 mitlion im wolfare adminiatration cesta. This would 


have moant a seduction of $6.57 im the 1062 property tax 
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Bauc. as Leak 
in our comparison of the flecal ayatem of Poston witt 


that e¢ five other communities of the Bosten Metropolitan 


va 


Avaa, wa saw that Bosten’s per eapata educational cesta in 
(4982, $59.91, were £1fth hishast of the ole esmmuudtiies . Of 
the twanty cities and toms dn Masaachyeettes with pepuintions 


ever 59,000, Boston was sinteanth in per caplha educational 


: £4 
i ‘ Sey Giga aE OSS 4 BOS g SQ Ht 2s ie te Zar DG aon I gf at 
eonee te 1962. Sisiloviy, when Boston's exsenses are 


comarad with other cltics whoea educational expenses ere 


oF es ast fay. AS > orm tues Eats wade pois £ 5 = ery 
aananced in tha ' 88 exe Sostom’s, thar ia, kx 





elty Ltache, and nek by the county ox by individual adhesl 
dietelets within the city, Boaten’s per eaplta coste are 
found to be low. ‘ha following is 6 list of thecper capite 
educational expended in 19Ge of euch cltleg. 

aie Although Bostan’s per enapita expenditures on eduenkion 
area bolow those of mont other elties in Hascachusatte and 


1 


tawy other lasge olties im the cawrhey, thie ia not cue co 


the fsck that Bosten spends much leas per pupil than do the 


ether eléies, The medion expendicures per pupil dn daily 
attendance in che Noxth Atlantic States im 1960 was 8209,62, 


while Boston's fleurea was $380.48.°9 xa 1962 Bonten'’s por 


ay of aaa GZ eA Che Ee a Sa ee ee 5 ae Set Pere Seal Ny * 
syesh cost of $4606.51 was higher them che median cosh in 
a L- 
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New England end only silghtiy lewer thon the median cose im 
the two highest coct areas of the country, tha Midwest and 
v 
the Far west. &* 

SABIE Lm1S 


PER CAPITA EDUCATIONAL EXPENSES OF 
SELECTED MAJOR CEPIESs 1962 


os pt ne irbtannaamgoe tance hrintetane une gc temtan deo rayne citar einer e eRe eee SH 
po re feet rain rineasruninnare Sal ate Sa aaa Sead ran oe NTIS aaa ODE OFLA a Sona RNEEN aes AO aE SULA ER 





2 a, = 2 
City Rae Capinn reponse 


Hartford, Corte $52 G2 
Forginnd, Maine G3 oD? 
Raleiwore BE ,09 
vargay CLliy G2 643 
Newari, Naw Jexsay 93e%G 
New York City 73 83 
Bultlale GF oOR 
Richmond, Virginia FG e86 
Boston i $9094 
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Tne basie eeagon for Boston's relatively low per 


hed 
cot 


capita expendituve on educasion and. lta not so Low par 
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pupli coss tae the large muomber of stuvdients in private schools 


As Lod 


in Bootes. The per pupil costs of each alty ava caloulated 


mas 


On the basis of the nusber o£ pupiis in each elty’s schoola. 
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in 1940 the Boston public schools oarolled 68.1 por cen’ of 


y 


the city's school population. Sy 1956 the figure was dows 
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Go 72.8 pex cent, end by 1955 10 was 67.6 par cant »©” Asi 
ef Octsher 1, 1963, Soaten’s publie schools enrolled eniy 
66.2 per cont of the city’s total school population, a 
figure waiech is much lower than that of most other atvies &% 
Education costs, therefere, camer be sald to ba 
xseapensible in amy way fos Bostoa'e relatively high property 


Vat LaGG. 
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Health and Hospitals 

Of all the cities and towns in Massachusetts with a 
population greater than 50,0690, Boston was second only to 
Quincy in 1962 in per capita expenditures on health and 
hospitals. Boston was followed closely by Canbridge and 
Worcester. These four cities have ub eceacao ly higher health 
and hospital costs than all the other large cities and towns 


87 


in the state. Bach of these four cities has its own City 


Hospital on which it spends significant sums of money. Of 
Boston's total expenditures on health and hospitals ef $22.6 
million in 1962, $20.5 was spent on its cwn hospital system. ©" 
Table I-14 shows that, in per eapita expenditures on 
health and hospitals, Bosten ranked second to New York City 
of the twelve major cities selected for comparison. (he 
other eleven cities were so selected because they provide a 
“geographical balance.) And Bosten'’s per capita expenditures, 


ai 


$32.37, are much higher than the median figure of the other 
eleven cities, $12.77. 

While it is certainly true of many cities that charges 
made by the city for hospital services represent a significant 
percentage of the city's expenditure on its own hospital 
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system, this is not true of Boston. Although the ratio of 
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revenue Lor hospital services ta expendigure en tha eity 
hegpitai system in 1862 was 62.$ million to $9.6 miniien in 
Cineinnati, $2.6 miliien ca S38. miligen in Kemohis, and 
$1.5 million to $6.4 miliden in Himneapolia, the ratio was 
eply $2.4 million to $20.9 milion in Bostea.@? 
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The net por capita cast of 


& 


hospitals and other functions 
Cealing with health is mot only higher im Boesten than in mest 


‘of the lerga commmiciag in Maccachusette, but te 4 lia alee 





2. g ig LS : © 895 8 § a “4 aa % a 
higher than im meat ether larga cities throushens’ thea 
Poesee ft " A prs me oy ae 4 oe S&S Koon cuide eur gs 
country. This hich met cosh is one of the Esctors 
Sa A couk Ser: oy, a Be act 

for Boston's hich presesty tor rata. 


Besten’s high expenditures on health and heapdstals 
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gem to be dua to two factors. fhe firas is the fact tha 
Bosten hag euch & hich proportion ef residents whe need 
medical attention. Wa have already seen that the eity has 
about 13 per eens of tha state’s population, yet has 42.6 
per cent of the exses receiving Nediaal Assietence to tha 
Agea theougheus the etata, end 30.6 per cont ef the Dissbility 
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Assistance cuges is the atete. Sie second factor seams to 


rey 


he the operation ef a City Houpital eystem which has 
traditionally been em excallent, theach expensive, oma. As 


whe just saw, Of Boston's total expenditure of $22.6 miliicn 
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om health and hospitals in 1962, $20.5 miliien was spent on 


o 


Ste ews hospital syotem. 


Our study of the fiseul structures ef the oly come 
munLiles in the Heston Metropolitan Area showed that only 
the town of Brookline excaeded Boston in per capita exmendie 
eures on police protection im 2S2.5 The other four cities 


wore aS least 25 per cont belew Beatena’s figure. Actually, 


we 


£ Tiny 28 ey ae wre, Der hoy he bn Br, 
2n Mageachuset’s with a 


Beockline ia the enly cs 





popilacion of over $0,000 wheas per capita polies cestse in 
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$962 exceaded that of Beston.*? his follows a patter 
which exiate throughout che countey. the major elties, 
Chicago, Mew York, Detroit, Priladelphia, St. Louis, Loe 
Angeles, @tGe, spend Mora per capita om police protestion 


: . OD 
Liles elties of thaly gespactive statege 
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than do the ema 





; hey a3 EY 1 
Even when compared 


4 & “ orem mane & fan my gts Sieyroyes ayn peay fin ae in ana 
fable L1d whaese exgenditvures of polics protection are high, 


Bosten’s per capita expondivures rank as the highest, although 
certain cities, such sa New York, Chicage, and Baltimore 
epend almost as much per capita as docs Boston. Bosten’s 


high expondituses om police relative te ether major eltiag 
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seem ta be due to the fact that extremely hich amends tures 
om traffie control are necessary Becwusea the sbecets of suc! 
an old city are oe nerrew end beeauge thea ratte o€ Boston's 
daytime population ce ite resident population is much higher 
than the fatio ef west other majer cities. oe 

Ef Sostcn’s per capita pes idee eosts 4m 1962 had been 


equal to the median cost of the other majer elties Listed 


9 nates gays, 4 te & Bs be Raw pies aevewtndls 
ebeve, 920.83, end met Lts agtual $26.95, the progerey tox 
ate im Boston could have been lewered by $2.99. Gr, Lf 
Boston's per caplts cost in 1662 had bees equal to the median 


- gost of all the others coumundtdes in Maganchust etke with 

. populations over 0,000, $12.2 23°5 tha tax rate could have 
been lowered hy $7210, High expenditures on police 
protection do play a parc im Beaten'’s | | nigh pregerty tan 


ERES 





Bosien*s velative poeltioy ta other cities with 
Sospect to fisa prokeation coste is almost identical to des 
¥olative positicn with sespeck ¢ea poll Zag preteciien empenidle 
euxvase Only twa comy mities of the nimeteen other comunteies 

ASSACHUSALES wht populations ever 50,000 ex:eaded Boaten 
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im Pex capita expenditure on Eize protection dn 1662.°" 
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Beston had the seasm’d highast pox eaplta expenditure 
on fixe protection im 1962 of all the major ofelas baling 
comparved. Only San Peanciece vanked higher than Bostoths 
Boston's pesition roalative te other elties on five protection 
expenditures seems te bea due te thea fact that, being such aa 
Gld elty, i¢ has an extyemaly high pe evoontuge of older 
bulidings and a high properction of budhdinga very close to 
one anothers 

IZ Boston*s per capita cash of five protection in 


1062 hed bean eont of the other major 





eitios listed ekove, $10.48, and not ite actwal $19.26, the 
property tax rate in Resten would have bean $4.24 Lower. 

Or, 2€ Bostea'’s per capita cost in 2962 had been equal to 
the matian cost OF uli the other Gon maittes in Hagsachusesue 


with populations over 56,000, $15. ape the property ten rata 


eould have bee 


ot 


Lovaree | by SL.705 Relntively high exmendituces 





om £ire pretection must be added te the Rise ef saators 


responsible for Boston's high tax rate 


Lgbvays. 
Expontditcure on highways on c no way bo sald to he 


responsible for Bostem’s hich tax vate. Of the twankty lass 








communitias in Massachusetts, only 
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an highways an 162 than ala Bos ston, Baston’sa per caplta 
expenditure was $16.89, and the median cose of the other 
nineteen commnitles was 623.29.9° And, when comared to 
other Lerge cities, Boston's expenditure is again found to 
be low. The median highwaye cost ef the ethes large cities 
Listed in Table Tel4 was $14.86 par capita, almost $4.00 


more than Boston's per capita caste 


fee 


Pavia od Recreation 
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z 8 os ous oe wm LS premory ems & doonys, & eo - {hE 
fhe Last maior catesery ef esmanditura is exmenditure 





ay at . ree eae isang ouppnenged press f fate yy OE 
8 parks and peetestion. Our compayvicoa of the fimcaalk 





systema of the gim cc im the Boston Matropolitcan 


Arca ehowed that Bosten was second oniyv to Brookline ins par 
enpita epending on parka end recreation. In feck, Brackhline 
was the only major community in Macsachusette which spent. 
more per eaandta im 1962 on parks and weereation than dad 
ROSE 6 This 4s not highky uauceel, pines most Lare 
eities throngheut the couneéry spend more pax eaples in this 
category than do the other cities of thele raspactive statade 
Beg Angeles and Chiesga UES OX captions ce thie ganeral rule. 
| Bosten’s por capita expenditure, $10.89, was only 
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$9.08. This voneg was ecuivalents to only $87 im the 
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1962 Boston Prope wey tase EEteo Os tha other er if Boston's 
por capita cost in 1962 had been equal to the mo@ien cost of 
the other ninetoan lazge commindties in Massachusetts, 64.28," 
the Boston proterty tax rate would heave been $3.24 lower in 
1962» 

Expenditurad om parka and rear eet is ona of tne 


yeasone why Boston's tax rate de hiches than the tax cates 


ef moss athar eosmmeunities im Masaachusests. MNavever, such 
expanditiuces are oaly vory slightly seenonsible for the fact 


Attn ann tg +d a x cane etenda rw Se eee Fhe. xn et Mm  fegey eesa ty cee 
that Boston ‘a property tax vote ia highey thaa the tmx rates 


OF most. major cities. 


She Place of thea Promarty Sax in che Wax Stenatuere 


cee 
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ie 
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B 
iv 
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8 


Gre of thea most immortan’ fsetere, &f met the mest 
important factor, vreapancibia for Bosten‘*sa high property tax 
wate ie the extent to which Boston relles om thea property 
tux for eo much of ita tax revenias aha aim commaLcles of 
the Boston Mekropalitan Area whore fiscal systems were 
omupared shove all received ever 83 per cemk ef thely total. 
tax revenue from the property tax alone. This was also trua 
of the other fot steam ammmmitias in Masecachugetta wit 
pepulations over 50,000 eid Sueh a heavy rollsnes en the 


property tax is characteriiatia ef lecal gov vexrments fm 
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Massachusetts. Mansachusette sanked einth im the nation in 
1962 in the pexcentage of total taxas received by Llecal 
‘govermments amaing from the property tox. Local governanents 
in Massachusette reaclived only 1.3 par cont of theixy total 
tases in 1962 from nompreperty taxes, The nodia an porcentage 
@f the other fortyerine estates was 7.8 per cent, and the 
percentage fer the nation as a whole was 22.1 per cent. 202 

Huch mora sturhling a contrast: Le provided whan 
Boston's ralionce en the property tex ie ecomared to that 
ef others major cities, Of tha twenty-one aelties in the 
United States with a population over 500,60 in 1960, 
‘Boston ranked firsts im 1962 im the percentage of total taxes 
eallected from the property tax. Boston recalved 96.1 per 
cent ef its tases from the property tax, while the meaiav 
percentage for the ether twenty cities was 68.2 pax cenke 

Of the fifty Largest citias in the United BEALS, 
Boston venked second in 1964 in the pareentage ef total taxes 
ralesd grem the propazty taxe The madian percentage of the 
other foxtyonina GleLes WAS 7d por cent, and thelr gan 
percentage was 68.7 per cant, 28 


Zf Boston had received in 1962 the sama poreentace of 
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forty-nine Largest cléles, 31.3 par cent, Boaten’s tax rate 
im 1962 would not have bean $99,00, but rather $69.89, a 
‘divference o£ almost $30.00, Or, if Boston's pereentage of 
total teaxas eening Exon nonproperty taxes had been equal to 
the median percentaga of thea other forhyenine largest olties, 
29.9 per cont, Boaton's property te rate in 1962 would have 
been $70.76, ox more than $28.00 Lewer than the actual Babee 
An extremely strong reliance on the property tax ac a 


BOurce Of tax revenua is one of the main reasons why Boston's 
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been alleged to have been responsible for Boston's high 
property tax rate hes chown that the follewlng ara the featers 
vhich have beon responsible for the high wate. 
1) State Ala to Local Goverpmente in Massachusetts. 
There has bean in Massachusathe, ee compared 
with other states, @ raélatively greater concentra 
tion of wenponedb Lity fox the provision of 
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state ald to the lecal governments, 


ancther way, given the ox 
obligations ef local governments in By menchdgaces: 
vita & ayy te 


erated ovis 
the Massachucetts State Covernment’sa contribucd 
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to local governments have been far belew what 
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been one of the majo 

Boston *s high pee aperty © SEH Mahe. 
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the Lack t 
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retusn geips ef noneresidenta of boston. 
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The Enportence of Toax-lxenpt Property. 

Bosten has the highast Pergensen’ of tax exempt 
property of amy major elty in the metab 

eaxcops Washington, Pel. 


5 
Bouton "gs Peovevty Tax Bese. 

The per caplia vaale teed eax base im Boston is 
far below that of most other mejor eitlea. This 
has been one of the major faacters resrnoagibla 


for BDoston’sa hich prope ecty tex rates 
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qeuees are high when compared 


both co ether Large coummmitias in Massachusetts 
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and to other large ¢ Ghes eg throughout the countrys 
Although Boston le selubursed by tha State and 
Federal Governments for mosk of the walfare 
payments , that proportion of the welfare puye 
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still play a alonificent wole én the ality 
budgate 

be Boston's per eaplta expenditures om health 

ad hespitale ere high when compared both to 

otha large communities in Massachusetts and 
to ethos maior elias throeugheut tha coumticy» 
And it secolwes back very Little ef tha 
expenditsrve in the form ef charges fox services. 


@,. Police protection ond Cise pratection costa 
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HOCH £06 other 


Ry 


ase hich im Boston relative 
lasge commmities in Haesachusetts and other 
major cities. 

a, Beston’s expendituces en paske and racreation 
axa axpatantielly higher paz capita than in 
ether large eomuunieies im Maceachusatia, bub 

ra only slightly higher than the per capita 
exmemiituves of other major cities. High 
expe: RGLCUves On paske ang freereation ean be 
eaia to be one of tha reasons why Beaton ’a 
tax rate is among the highest in Massachusetts. 
Such high expenditures are all the more 
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V? 
with the oncepgion of welfera ceste, and a 
vory emali proportion of hospital cests, none 


of the funds dletributed to the looal governments 





7) Boston's fallonca om the 


scam cae eae GENCE 
Bosten’s parcontaga Gf total tax wravenue received 
€eom the pregerty tax ia found to be high when 
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Meet teen ont =. fy he & pom gratey “E OP segt peers aan de to Ly an rm 
azed ¢o all other ieval governments in the 





nation, and found to be exteezely high when. 


eotearcd to the other eaier elties throushent 





the country. hie haa been one of the majer 
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factors vesponsible for Boaten’s high propertsy 
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How that wo have seen which ere the factors (7) 
resnonnible fer Bosten's hich tas xata, the question 
naturally acicess "“Waich of these factera Cam, and should 
be eliminated?" Lat us examine each of the seven factors 


with ¢his question én mind. 
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1) ‘the Hacsachysetta Stata Govern mame tock & 


major stegs towards halging tha ¢ax problems 
Of the clites and teana ef Massachusaebes when 


it enacted in early 1966 Acts, 1966 « Chay 


OS 
ENO TADY 





a bill intended to raise $180 million pax year, 
$148 million of which wae te go to the clties 
exid some 204 Though the officlal revenue 
estimate of $145 million per yaar for the source 
Of ideal ald, a 3% limited sales tax, hte im this 
guthor's opinion, an overeestimate of ebous 810 


LGS 


million, or about 74, the bLlL should provide 


gubstantial help ta Boston. Though the tax did 


&& medic sag rat * o7 oe ¢ 
not go inte effect unttt April 1, 1966, it is 
expected that Boateon will receive abous $15 


milijon from the new bi1i2 in 1966, or the 
equivalent: Gf abows 68.56 on the tas sate. 


(fois eutimate ie m 





whieh ee most reaace ae at thie tine, 
‘that the anies tax will not be rejected in a 
Novexber refer -ondem, or, if vejacted, will he 
teplaced by a bLLL compaxable dn revenues) .« 


And the revenue coming te Boston from the sailea 


om 





2) 


79 


tax in 1967, its fist fall year in operation, 
is estiiated to be ehowt $20 million, or the 
areas 106 
equivaler me of ehout $i3. 50 imi tha tax rate. 
Thees egtimates, however, are meade on the 
assumption that the sales tax will produce arn 
average of $13 million per month in 1086, ard 
ebouk §4% higher than thia par month im 1967, - 
These estimates are ehout 16% hicher than this 
LO? 


eutheor's catimeates. Bat even Lf thege 


provids substantial preperty tax relief in 


a 


Bosten. Boston's 1966 tax rate 46 expected to 
be about SL2 Lewer than the 1965 vate. Mose of 
this decrease will be die te the meney promised 
to Bosten ka the state from gales ¢ax recalpes. 
The Motropoliten Transi¢ Authority nas now bean 
xeplaced by the Magsachusetts Bey Tre ME POr eat LO 
Authority, and tha scope of thie publie teanse 
portation aysten dnexeased from fourteen cities 
and. tawns to seventyraicght eltles and tows. 
Thea method of apportioning any defleit ts now 


difgzerent feos the moshoed which kad bean in 
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effect ungdi 1964, The following fe on explenaties 
o€ tha mothed to be usag.s 

the dalieis inourred by oxoresa sarvies Mines wibd 
he apportioned in the follewlng manner. Seventy-five 
per cent of the deficit “shall be assessed upon al) 
cities and tema comprising tha authority's terxitery 
in the proygertica wnzen the minker of commuters in 
exneh sald elty or team bears to the total number of 


“3 fe att of gaid eities and towne. Tha nuvber 





tet on ery. 
tie oe = Se REY Pm WALES ae Shae 


meeve Shakl ke Gat 
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Jatest decennial omisus mada Ive the United States 
Gepartmans Of Commarea slOS wuentyefive por cant of 
tha expwese gemviee deficit will be agseagded om each 
aity and tows “in tha properties which the nurher of 
giders hoarding at all express sesviee statiens im puch 
eiiy ov tani beara to the mumber of elidera hoarding at 
all express servica stations f4 the aren constlausing 
the suthorst Uo #09 

She daflielt, or the net cost, of Local service lines 
im the original fourteen elties snd tema will be 
assesacd on the bacie of a coubination ef two porcentace 
ena, called "A", based wren the pr LOL w methed of asgega= 


Bent, and the other, csiied "B°, ba 





= 
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proportion which the net less attributable to all xoutes 
of such service im each such city or tow bears to the 
net less attributable to ali such reutes in all such 
eities and towns. ‘The weloht of esch percentage From 


1965 to 1974 4s now giver. 


TABLE Les 


METHOD OF ABPORTICHING HBTA BPEPICES FOR LOCAL 
SERVEGS LENESs LSSS-L9o74 











RRS EA MELT RTA = 7 
SUE EArt a: ee 














Calendar wees. eee Percentage Of Asseage Agsas one 

Wnleh Het Cos tes : 

Local, Service 0 SHES 
1965 95 ae 
1966 GO La 
L967 aoe &3 LS 
1863 68 ag 
LG69 75 2d 
LS7O GO 20 
1971 65 ; | 35 
LO72 69. &9 
1973 S$ 45 

————«*711974 5 50 

















Seurces The Comsonwealth of Maesachusetts, Acts and L Resolved 
1964, Chapter 563 (Boston: The Comonwealth of 


Magsachusetts, 1964), pe 16. 













Thies mathoed of assessing the traned Gefielt is less 
burdensoma to Beston taxpayers than the previous method. 
the amount of the defielt to be essesased is another 

question, however. When the NBGA first replaced tha 


te it was hoped that the inereasa in the state 
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cigarette tex, enacted to halp finance the plannie 
expansion of the HSTA, and effieleneles which ware 
expected from the replacement of high-cost bus aud 
tvoliey Lines with Leweoaet vapid transit Lines, would 
heip to lewer the €efieit below the ficures ef previews 


‘i 
»14° whis hope wae realised in 1963 when there 


yoars 
was @ slight reduetion im tha defieit, but the 
defielt is expected te risa by about ¢7 million is 


the next ¢wo years, Boston's aeces 1OMSN mt, according 





te Gensral Hemunger Ruch Be Lineoln, dre, sho 


vies come ¢4,9 miliden from 2965 to 79ae,224 


Attempts to chenge the peesent method of burcesing 
Bosten with al Suffolk County costs have failed in 


A. 


the past, and Chere saoms to he no rensonable hope of 

eny chunde im the neax future. However, even £2 she 

mothed worse changed, this would net cause a significant 

change im Bonotun’s tax rate, 

Evan L¢ Boston wave to receive some paynente Lon 
Immicipal cexvices fxaa private colleges end 

tniversitioa within the «ity, and attempts to reach 


sch agreements heave had no success ag yet, tha 
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ak property would mob be solved. 


problem of taxeaiat 


ty in Boston, would 
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BELL] ba tateexciert, and 4m phe. dmmaddate dancer of 
becoming Lishle to the reek extate tant. 

Although thara dees not eanta to ba much hope of 
converting such ef the taxeovetme: property im tha 
aity to taxable proserty, there ie a vary voxsengbla 
hepe that the Level of taxable preperty im Boston wilh 


=e 
imevence sieatentially in febure years, We haye 


Rivendy seen thet the level raga sowe $630 miligen in 


1965, Horaver, ad wa alse have geen, although ali 
eviderncs points to on umvayd movement im the cax base 
in future veara, there 4s 6622) uncertainty es.toa the 
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AS i 4 it f " ef 
extens of tha increases. Thie quests 
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more Cully iu Chanter VE, whera wa Glequesa the 





ott Any Ns nig SE ec arn Shy rg Sew. g at os rc Bcc otpstner 
ef whether or nok Bosten sheuld adeps a lisesi ineass 


ft 


Although redactileaa in Boonton '’s. expendituses would 
allew reductions in the tex vate, it ia very doubtful 
whether such reductions would be destvable end, ta 
e0NS Cases, even posgible. fhe trend ef walfera 
expendieures a) vecont years hao been decidedly 
upward, and the yeaga 1966 and 1967 will offer ne 
exception bo thie trend.*" an attempt to attach an 


mendmant to the gales tex bill whereby the State 


oe 
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Covernment would aaewne ald local welfare costs wae 
wneucesssiuk Sm 186d, but these is a fair chamec that 
euch & b222 whlh be passed in 1967. The fends used 

to finance these expenditures would come from the menay 
noy distributed on the “stata tax" baele. Ef the bght 
ware to paces, the mek cesule would be an increasa of 
about $5 Million in money regelved by Bosten frou the 
State Goverrmmant in 1967. %43 chile would be the equiva 


Sens of about $3.56 im the tes rate. 


t 


The trend of education coats im past years has been 
upward, end edyeation costs is 2966 will be about §3.8- 
miliien, of ehout 6 pes cenk, higher than the 1965 


4 of oe. Dy 
2G fais erenad is nee likely to chence im the 


Level. 
near fubure, oapacially sines the recently-cospleted 
Wildie Repest on Education 44 Massachusetts hes cabled 
for signitieant inereases in expendituce on education, 
Under the Fedarak Ald ¢o Education biLL paseed 4m 1865, 
Boston publia schoocle will voceive hetwaen 61.5 eam 
$2.0 millacs por ¥ year, =?) 3 but thig masunt, abthoeugh a 


gteas help, Goes mob equal the exected increase in 


hosten aupenditures om education ducing the prasené 
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Expoendigures on health and hospitals ia Boston have 
been on tha inesesse for a number of yoasso2*®5 as wa 
have egen 8 above, a good penoentege o£ tha expenditure 
4s on Boston's own hoapital syste, the expendLeurs of 
which has heen lnexensing year after YGRE o LLY a Good, 
even theugh expoenalve, publie hospital syetes has been 
a ¢tvaditécon im Boston for ever 100 yeara, and Chere 
aca no indications ef ony Moves to put an end te this 


tradition. Sema help should be forthesming, hawever. 





The Bootes City Hoasdtal chowle weeeive inorest 
sevenue with the Medicare peaggan now in BELGE e 
Berging aay exmencion o€ the peearam heya ita pragent 
scope, however, L& in uncertain whethar og not thia 
inevease will be more than $2 million annuabig. £28 

Any hopes which might have bees held of dceoracecing 
expandiGuges on poliee and fire departments ware 
ghaktercd in Hoverber, 1964, when the people of Boston 
voted to inereaga the ammunl salary of Reston poldce= 
tiie ince tuak time the Beaton Liremes, whe had 
received a $400 inerease im cal lary dn 1964, have beat 
given an additional imcrease ef $669 per year by ¢he 


Hayor Of Boston ana the Bos 





oma C2 Ly Coune! #1 so thee 


f 


theie pay ecale might be aunp bie to thas ef the 
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Waleh gan be definitely courte 


police. Despite the fact that certain economies 


a bec] 


wero attaincd in the Bolice Department in 1964 and 
y965, E29 Boston ’s expenditures on beth police and 
fixe departments experienced a sharp increase in 


1955, Police coats were 82.0 million higher in 


1865 than in 1964, end five department coste realised 


gf 
an increase of bester than 92.0 m witiion.**9  gnough 
there are no indications of many more substantia 


increases im poilae and five costa in the meas 


fo ft4 rye 
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future, there are ale bios Of ary Gul 
Stantial deercases im theses costs. 

Finally, there are no indLestions ef any sth 
in expenditures on packs and 
recrention. | 
Up to now wa hava sewn chah there 1g no factor 
sd om to provide 
gubnatential property tax relief within the next 
five YOArss However, if the sales tax bLLE $a nos 


rejacted 4n a November ramverendua, or 1f a comparable 


bill base® on the income tex da ena 
be Gefinize evhatancial re BLO. 


saen thet, even with this of 3 
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tax rate will still be among ths highest in tha etate 

and among the highast of the major alties in the 

country o 

the question now to ba agked fas should Bosten rely 
80 heavily on tha property tax? Covld not Boston find another 
source of tax revenue oo that the property tax could ba 
lowered? Should not Bosten adept one of the taxes which ara 
ja meny clties threughouk the country and which axe becaning 
ineveagingly popular in the major cities, namely, either the 
mundieloal imcoma tax or the ieeal sales tax? 

Before avons propoces that a particular clty adost 


& partieular tax, he ehovld study the history ef the tax anc 


the ecensinie effects of the tmx im comparable cities. Tha 
fellewing two chaptersowill be a study of the developmen? 


ané economic effedta of first, the mended pal income tax, ax’ 
thea, the local sales tex, theoughous the eountry, with 
partiouler emphasis on the adventavas ond dleadvantages of 
the tmxes in these elties which ara camparcble in sige te 


Boston, 
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BPILOGUS TO CHAPTER £ 


Since the ported covered in the first chaptes ended 
on July 20, 1966, this epilogue will cover the developments 
grom July 21, 1986 te Septexber 1, L966. 

The 1865 tax rata has heen set at $101.00, which is 
ebout $2.00 Lower than what was predieted in Chapter £. Thia 
dgop of $14.09 fxom the 1965 rate was Cue mainly to twe 
factors; some $12.9 million promised by the State Government 
fzom the expected sales tax receipts, and the use of $123.3 
million of the $19.1 million avaliable in “free cashe"” There 
igs sezieus doubt as to whather the vate can be kept thie Lew 
in 1967, howevey. Ag mentioned in Chapter 2, the effieial 
sales tax gevenue estimates were Goes 16% higher than my own 
estimates. And the reesigte gxom the first threa months of 

the tax are running soma 30% behind the offielal estimates. 
fome of this ie due to the fact that gone people anticipated 
the new sales tax by buying heavily dusing the three weeks 


f B, 


pelor to the tax. And thea administration of the tax should 
become more effielent with experienca., But the gine of the 
gap between predieted and actual revenues would seem to 


By ra & he Se 8 S> ~ wire) ty ay : ino 
inadierze’e that the eitiaa end towns ef Kasaacth 
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receive more from the state Government in sales tax revenue 
than will actually be available. 

Secondly, the amount of "free cash" avalleble in 1969 
will most likely not be over $6 million, which is substantially 
below the $13.3 million used in the setting of the 1966 tax 
rate e 

More important from a lengerange viewpoint than the 
tax rate of 1966 is the change in the level of taxable preperty. 
We have seen in Chapter I that Boston's taxable property must 
inereass by at least $37 millicn per year if the property 
tax base is to have an income elasticity of unity. And we 
have also seen that 1965 was the first year since the late 
1940's in which the income elasticity of the base went above 
unity. The elasticity for 1966 waa about L, and would have 
been about 1.5 if it had not been for the urban renewal 
project along the Boston waterfront. The year 1966 does | 
not give us much of an indication of just how fast we can 
expect the property tax base to rise in future years. 

The Massachusetts Bay Transportation Authority Advisory 
Board has voted to eliminate some $3.7 million from its 
planned budget for 1967 and 1968. Boston's deficit assessment 


in thus expected to risa some 


§2 
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$2.2 Million in the next two 
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years, rathexs than the §4.5 million whieh wag esiginally 
announced , 

Finally, seme $8 millien im atate finances fox 196 
4a being withheld from the Choy of Boston because of what the 
State Board of Education charges de the Bosten School 
Committee's falluce to comply with the state’e racial 
ixbalence law. A total of $20 million could be withheld 
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visery Commission va Entexyovernmantal Relations, 
fax OQverlarping in tha United States, 1994, Table 20, pe 46. 





Mdenid,, Table 24, pe 80. Washingten, D.Ce, 1a not 
inaiuged dn cur comparison sinee, net being part ef a state, 
ite fiscal ebructure differs from that of other eities. 


LG Sete commonwealth of Massachusetts, Ackm, 1969 = 


Satantiaciimed 


Chanter 24 (Boston: The Commonwealth of Massachusetts, 1966). 


LOS a6 9 wm im Appendix A, pre. ea: I have estimated 
thet thia 3% tax would have walsed shout $128.5 million in 
i963. Adjustmenta for Lnucrenses oe datada sales give a 
Yevenne estimate of abouts $135 milison for the tvelwa months 
es 1s 35S 5 





SOSe5gten Municipal Researen Bureau, Provie 
1966 See F Rake {Hostene Hoateon Munielpal Reaee rch & eee 
1963}, Epa Il 


LOT nas though the offielal eovenue estimate cf the sales 
tax when paesed was $148 mdlidom pox vear, the scheaula of 
Gisburacments of tha estate to lecal covernments wae drawn we 
on the assumption thas the sales tex would produce am nyeraere 
@£f $13 million per caiman én 2266, As shown in note #108 
shove, this ia ebout 16% higher than my own estimates, 









LoS o o Commonwealth oF Maas 1 SSO AEE » 
eet Chanter 863 (Bostons SMURSESS y 

964), Peo Le ensug i Lgures , refers ‘eal Go ‘tee ute che 
seeks of vesidents of each elty end town who usa pubdate . 
transportation to go to work. ‘They do not ineluse the return 
teiee of these SMU OLA » 





409 5, id. 
120, 


Letter from Robart Springer, Director, Massachucetts 
Bay Traneportation Authority, July 29, 1954. 
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CHAPTER IT 
THE LOCAL ENCONS TAX 


the Chronolocy of the Local Sngcms Tax 

Altheuch the Local incams Los has spread vrepldly and 
sequired considerable prestige emang local government 
offielels since the end of Norld War IZ, the histery of the 


tax during the praceding period veveale nalther rapid arowth 


nor populay acclaim. The state of Pemmsyivania grented 


‘a Bf 


yorniguion in 1932 to Philadelphia to tax nomproperty souroeas 
hot aiready being taxed by the estate Leselg¢,? put the Gitx 
of Philiadeighia, during the sate year, considered, thar 
rejected any new tas bases 

in Septorer, 1934, New York Clty enacted an income 
tax ordinance calling fox a tax rate equivalent: to 15 pox 
eonk of the Sederal tax paid by the ragidents of the olty. - 
No collections wave ever made duo to on initial postrcnesent 
of the effective date of the tex and te the repeal of tha tax 
on Aprdi, 1935.7 

in 1938, Philodoiphia enacked both a eity sales cant 
and a mmiecipal incomes tax. In the first coure case Involving 
the miniaipal income tax, however, the tax wae found te ke 
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unconstituzionsl because Lt allowed exexptions whitch were 


ot permissible under the Penneylvania Con need cuekone® Pinahbe, 


on December 13, 1939, the Counell of the Clty of Philadelphia 
eappreved the Philadelphia Income Tax Oxdinance, the constie 
tutdenality of waich was woheld in the Penneylvania courts. 
The ordinance imaged a tax of 1.5 per cant one 
fa) (1) Salexvtes ané wages, coumisaions end other 
cone eee earned after Fannasy 1, 1940, by 
vouidenta of Philade riphia, irrespoctive of the 
place og places where the sexyioes ware per form wml s 
wages, cotunimaiene and ott 


% > os, rs vf 
by nomevesigents 


ef & & a é 

2 Ge AR en et oo Fo anifin § 82 sh A es 2 as 

£ Philedsiphia, fox work done ox sexvices 
S le é 


a2 id 





(%}) {1) She Ret Profite earned after January 1, 1939, of 
ecient 708, professions, or other prefeasiens or 
other achivities conduetead by residonts within or 
Le As Failedelphiar 


(2) The Ret Profits earned after Januazy 1, 1939, of 
businesses, prefessions, or othar acbkiyities 
eondurked in Philedelphia by non-residents.” 


Yhese taxes were the fivrae local income taxes to ba 
collected in the United States in the twentleth century. 
Thea caz, which became knem as tha “payroll tax" because of 
Lice narxewLy rasteLleced bage, watt tha enly local ineame tre 
in the United Statea froma 1639 to 19 948.47 


After thin nexried ef 1929 tc4 
i ae ht lat 
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mmicipality adopted the tex, the pace quickened considerably 
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ence Toledo, Ohio, adopted tha tax in 1946.5 ca gune 23, 1947, 
the StonlereBrunmer Act, Act 491, was passed by the Pennsylvania 
Legislature. According to thie ack, local governments were 
granted the power to tax porsonal ineome, Although this Lay 
was oxiginally concelved of as ofgering a temporary solution 
to the revenue prokienms of lecal governmentea cauged by the 
post-war inflation and the pent-up demend for ad@itional gevexsne 
montal Berviecs, this law ie mow reqnedea as a permanant 

‘ 


: ; 5 
fintuce of Local, government finance. Tals law aet off an 


S eyes cect 3 de oe Nit, + spn Sm q ce <4 eras af G oy deg § phar Lot IDS SS ort Fas al 9. 
jumediate move by Local taming dictsicts througheut the 





Btate to make use Of this new souxca of vavenuee By 1951 
the mumber of local governmmcnts im the state taxing incoma 


9 3 hed senched a220, %* amd ty 


fot 


vaached 236, y 1961 tha count 
1963 thera were 1,283 taxing mite using the tex, including 
86 acheol districts. 
In 1948, two years after Toleda had became thea firet 
minicipabity in Chio to levy an income tax, the citlea of 
Columbus, Springfield, and Youngstown enacted the tax, 
followed by Dayton and Warren in 1949,°° 
a £ineselsl crisis, the elty of Clacimmats enacted an 


oxrdinanes calling for a lb pexy cent tax on wages and 2b rar 


cant on the net profite of business and industry. The tax 
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was Sor seven monthe, beginning in April of 1954, Another 
tax wae levied for nine months beginning March, 1955, After 
three biennial ordinances im 1936, 1958, and 1960, tha City 
Comet] paseed an income tax which has no termination date, 
By 1961 there were 42 cities and 13 villages in Onie with 
the tax, Twenty-seven por cent of oniots population were 
Bubject to the cae t” By Febsusry 1, 1963 there were 55 
eities and 22 villadas exploying the 4 bene & and by March 2, 
Sse 4? 


1665, there were 65 cities and 23 villages with the tax. 


Tiny oe wh %o sy oh gy be ce i % we 2 B ong a 
Theugh tha majority of local qavernmente employing th 


inaems tax are lecated im Penasylvania and Ghie, the tan is 


in effect im five other states. In 1949 the elty of touleyiile 
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hecama the first local government in Kentucky with th 
when it adopted wheat it called an eooupational Licanse Fax, 
& variant of the Philadelphia income tax. Padueuh, Kenbucky 
followed in 1950 aleng with Newport and Les ington da i 2992,29 
By Jenuary 1, 1904, there were thirtaen elites and ena 
county Jin Kentucky which were employing tha tase’? the oLey 
of Gateden is the only local government in Alebanan using the 
tax, haying adopted ft in 1957 .%2 


St, Loule ond Kansas Cley are precentiy the only Lecal 


governments im Miasourd with the income tax. St. Louls fires 


ped, 
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immosed an Income tax in 1946 but this tax was invalidated 
in 1947 by the State Supreme Coust hacauge Ti lecked state 


authorisntiowe<* 


The State Teg isl Lature, howaverx, then gave 
St. Loule authority to tax ineomes for a twoeyear period fron 
1948 to 1950, After a twoeyear Ent coxeuption?4 the tax was 
reinstated im 1952, and has been in ude ever since.*? 

Kansas City adopted the tax an a result of a 
referendum. On December 17, LE63, the eltizens of Kensas 
city yoted & to 5 in favor af an income tax,"* The Rarsas 
City tax wenk into effect on danvary 1, is64,29 

Detroit became the first city in Michigan to adept 
the tax when Lt didi so in 1962, By July, 1965, eight other 
eities in Michigan were using the tex, the largest ef these 
cities baing Grand Rapids and Flint. 29 

And finally, om duly 2, 1006, New York City became 


the first local communtiy in New York State to adopt ita own 
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Thus, as of Tuly 20, 1965, the local income tax was 
im effect in seven states. Those eities with the tax 
included three of the five Largest cities in the onaneey) 


and ten ef tha fortyetwo largest cities ”° 
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fhe bases of lecal dnccme taxes can be divided Inte 
feur general catayoriess salaries ond wages end other 
competetion for porsonel ecexvices secelved by indivicualss 
intevest, dividemla ond ether forms of investmons income 
ecalved by individusies the met protite ws UsinesEporAted 


busimess: and the net prefits of corporetlont. 





Taree Gn waged aml Salaries and ethar ation for 
pars reenak sexviess fall on both sesidenta a-residcats 
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of the teasing dietrictn. Every town, cewnty, and elty with 


the tax taves nomewesidents for the salaries and wagea wiielh 
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sen within the locality employing the tax. The acheok 
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axed only on that portion of hie comgensat? 
received for sexvicea performed within the dleerict. 39 
gne taxing ef compensation fox sexviesa of resldenta 
is im moet cases more extensive than im the care ef mane 
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Gio, Hissewrl, Hichigan, and tew Yous City vesidenta are 

taxed on all comensahien for sesyicos, whether er mot these 
services are eR souDee isedda tha tacts gy Gisteiek. Gadedan, 
Alsbama ond the tening dletrictsa in Kentucky, howavor, treat 
realdents the same a5 non-residents, They are texad only on 
the ineeme whieh they receive for seevieans performed within 


the taxing district, Thie limitation Jim the taxing of. 


vesidents is dus ¢é the tact that the taxes im these dietricia 
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18t the major 
forme of investment inemmea, occurs only in Michigan, and Bow 
York City althoueh all of the taxing Gisteieta exeept Geauacen 
and thess in Kentucky have the autharity te tax such ineces. 
The veacen given in the of cher distrzeta fox not taxing these 
forms of {meses ia the increaced probiems of aiuinietratian 
‘and eafercemess which would resulés Net vreatals faom real. 
estate are taxable whem they can be considered as income 
from a business naka hey?” Gtharwisce thay arg not taxable 


exeaps in the Gusa @f the Michigan altien and New Youk Clty, 


which tax theiy veaideats on all net rentale seceived and 
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noserenidents wien tha vontals arlea froma veal estate within 
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thea Michigan eities and by New York City. Ia other came 
mandédes capital gains are taxed only fm eo fay ag they ave 
‘part of the not profits of unincorsereted businesses.”* 
In ali of the taxing Gistyiats except ‘the eilties of 

Covington, Hophineyiile, Mayfield, nepouhble, Paducah, and 

OUPOTE y all in Kentucky, there te taxation ef the net 
profits of wincorperated business 28800" Of theee which EQ 
tax tha nek peodite ef unineocrexated husinecses, those 


Gistrictsa which distinouich khetwacn residente end none 





sha duge of commencneiesn fox saeviees parformsd 
do go im this ease alee, Honesceideste are taxed on the nes. 
‘prefits of wilmcerporated hucineases which ara conducted 
within the texing Gistrict. Since the sexes in Gadeden and 
in Kentucky ace lowied ac Meencen gor the privilege of dolne 
business within the dlatelek, Gxdeden end the districts in 
Kentucky which do tam the net prefita ef unincorporated 


, 


business tax enly these profits which avise fram activity 
conducked within the Gletzlet, whethes tha progita are 
secelved by sesideats ox nomevesddoate. 

the net prelits of corporate business are tamed in 
ali leeal dietsieka with the incesie tax except Gadsdan, the 


é fa & 0% ca PM eayate my hn py Pas 
eix eities in Kentucky montioncd chovea, New York City ond ail 
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local taxing dietwlose im Ponneyivanda, Ponneylvanta 
commmities ere not ailewed toe tax Soreor ake Ancor hecause 
the State of Ponmeyivania it Sooke has a coxporate incema tax. 
Accersding te Aet 491, the sek by which all Pennaylvania 
comumities were allewad te tax personal ducoms, the test 
bese ef these commmitiesa mick ba Limltad to Chose avers mot 
already utiideed by the Stata Goy rommment:.? 4 

Wherever comporate incoma is taxed, the corporatiena 
are Siiewed to allocate thely net profite between that which 
eon be attiylbuted teachivities within the taxing dloteles and 


that which cag ba abteibeted te activities exeside tha 


6: 


tewing district. Hoek of the disteie:s evoley the "Magsachusctte 


 foxrmuia.*® According te this forme. sopertion ef toga 






partiexlay distriles ig the progortion of the total value of 
peoperty, | gvoca raceipte, and payrolia ef the ecorperatians 
whieh the tetal vaiusa of proparty iocazed in tha disteiat, 
grote reacalpte seceived im the dietetics, and payzolia palé 
in the Gletriat, regeeaontse*? Dayton, COnie, uses the 
fosmula excep: thas 2% substicutes total production eases 


for poyreila, end tha dlstricks in Kentucky aliceate om the 


mene poem hiss Snugte gion eSert pipe 
basia ef gross recelpts and paysrolie, bub de set use property 





x 
oe 
/ 7 
* 
a . 
re at Ue 1 ’ 
; : i ; 
: f 
=e 7 ; 
' 7 
¢ 
‘ . 
' 
i 
i 
P ¢ 
i 
a 
‘ é 
= : 
: 
} . 
% 
s p ' 
7 . 
; 





120 
values in the calowlatlons.?? 

ALL jueiséiletions except New ¥Youk City exempt 211 of 
the follewing tysca of incema: velie® payments, old-age 
penelons, Glsability payments, unemployment compensation, 
annalties, milicavey goxviee payments, ax racelptea frem cagual 
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Hales. Several of the Onio elties aleo exempt earnings of 





individuels umler a spsalfied age (alther 16 or 16) “ Now 
Youk City exemsta rollie® payments, élasbiliey payments, 
menpleyweent commoncation, ponslone to exsleyees of New York 


inecns om obiigatdona of the United states £2 





Hew Youk City is thea enly leesal commamity to allow a 
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deduction fron per 
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16% of adjueted’ gxoga Imcoma, ox $1,000, whichever is nena"? 
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{6a ma derge elty had al Low you persenal examstlong, 
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and only throes a oo im Chie were parmitting porsoual 





in 1962, when Detrolt adopted the income tus, 





for the incame ease: 


mnd $600 for cach of his dependents oS Hew York City allows 





the stioas as dean Detwoite®S gneve are 
420 ally given fou the exclusion of parsonal 


ceptions: the low rete of cast dees net Leopoce a heavy 
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wumteosesary, and the extra administrative ditfioulties which 


would arlaa from tha ineclucion of exemptions eutweigh any 


advantages which personal exenmeions could offer. 


HOR BESSA 


In the case ef every icenl incoema tax, excest theas 


in Michican end the Mow York Cltey tex, there de ene wed fonts 
tax sate which de Levied on whatever is taxed, whethes £¢ sa 
compensation fox nexvieen performed, inyestmens incoma, the 
met profits ef unincorporated business, or the ack profits 
ya 


of coxporationge tne vakos renga Lyot cnewLoursh ef one 


per Gent in certain communéties in Penmoyivenia te 2 por 


co 


oe 


eont in Bewport, Rentucky, and Gedsdem, Alabaws, Philadeishin 
nas the highest’ tax cate, one and Eivoeaighths per cent, of 
all the lazga cities with thea tez, and touleville is next 
with ene and ene=eSeurth per cent. Pitushusgh, St. Lowa, 
Gindinaaes, Coluxsus, Tolede, and Detrokt sii have a vata of 

1 per Cente Kangea City’s gate is enaehalé of che por cante* 
in Chie the rates are limited to L pes cent tmieas the yotera 
approve a higher rates”? By Januszy of 1064 thia hed nos 
“oceurred im any city or village, thoush a evbotantial Rube. 
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of taxing Glatvicts had rates of L par comt.®S 
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The Administration of the Tass 

The question of administration has always bean of 
considerable dmportance im any cone! tdexakion. o2 the lecal 
income tax, whether the tax ia being discussed in treatiees 
om public finence ox by manielpel effielouia. En 1647 the 
doing Committee of the American Bur Assoolntlon, the Netionakh 
Tex Asseclation, ond the National Avscelation of fas Ade 
miniatrators opposed the lecal inetm@e tax foe three rescous, 
thea firet of which was the practiosn] difficulties which are 
Pcountered in administering the Smt. °2 pregeasor John Due 
of the University Gf Eliimeie atetes that a major drawback - 
of the tex is the serious probleme invelwed im administering 
the taxe?” The danger of unnecessary administrative expanses 
dua to the use of Ghe tax by soverel Levels of government ia 
given congiderable attention in Relinph and Break's dlscussies 
o€ state and Local income taxes. 53 gm 2983 » Kobert Sigaless, 
one cf the foxemenk studenta of the Local income tax, warned 
thet doproper ediinistretion of tha local income tax could 
destroy any rewaining hemes for fedoral, atate, and local 


tex. coorGinations 















The wave of mumicinpeal income tax po 
World Wag Ii has te eat Swoas 
present Een sve wets: 
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be drastically snbotaged 12 munieipal dnceme 
texntion exmands further and Lf complate authority 


J 


and control ever administration ave vasted locally.°* 

in 1955 Sioeafoos wrote that it was the opinion of 
most inceme tax administrators in tha larcer elties that any 
income tas whiels was more complex than a flat vate tax on 
eaxned incane with no exemptions or deductions esuld not be 
editinistered nuccesafully.?9 

In 6 1961 letias to Professor Miltca taylor of 
Michigan State University, who wae then etudying the 
feasibility of lecal incowe taxation in Michigan, Ronald 
Giliie, Research Associate for the Penneylvanin Stata. Chazber 
of Commercs advigad that Michigan, 1f Lt wera plenndag ta 
. permit Local income texathon, should draft legislation in 
guch a way that some of the difgflevlties which Pennsylvania 
employers were encountering eautd be avoided. Thaae dig» 
flenitles were dua to tum basie caugese Lack of uniformity 


in lseal ortinsacas, and Lack of centralized esliection 


cf 


osOcadUres, Every in 1264 ampleyers im Pennsylvania wore 
finding out seven ox eight months afters the cnactment of a 
iscal income tax that they should have heen withholding taxes 
from ona or more enmloyees « 

heat us consider the pronedures followed in collecting 
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Tho key to any success which local governments have 
nad im the colleetion of the dmesg tax is the withholding 
‘precess, Every resifient bueiness within the taxing dletrkes 
ig obliged to compute and withhold che taxes cue from Lee 
employesse ft is estimated that hetwaen 76 ee SO per cont 
ef tha tot enh eollections comes. frau withholding caret” 

Aithough wichhelding has heen so valuable te the 
aGninietvatera of the tax, there era still soma serlous 


woeknerses. Resideste who are anployed outside the taxine 





spirit of cooperation ef theie employers in withholding the 
‘teaver of expleyeta haa Left much to ba desired. Spek cheake 
by Philadelonia and Columbus offielaie at plants outeide tha 
respective eiezes shewed that a considerable percentace of 
the owners of the cars belonging to residents of Philadelphia 


and Columbus respectively were not 3 





Pittsburgh stilk reposts that many bh 
= 


before they agree to withheld 28 


Ee 


Another imperfection in the withholding process ia the 


vnwillingneasa of tha Federal Gevernuont, which cannot be 
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aigserent taxing Gistricts. Eeployess i Many case will 

not bother to determine the withhelding recqculyroment fox each 
employes, buk will send the lists of arployees to the districts. 
This reaction ia nok unheard of im Chie, thengh it ie net ee 


prevalent ac im Pennsylvani in 


The cost of colleetion of the tax as a percentase of 
the incoma tax revenue is at rensonsble levels for both larga 
‘and ewnll districts, Only one tering dietciet has ever been 
found to have a cost/revenua percentage in ex as of & per 
eaent, Hanes, CTLs, Tha xetblo of agsk to revesua im the 
eltiles with populations over 100,690 ranged from 2 pex cenk 
te 5 per cent in 1953 and 1954.°° the sama ds true today, 
with the costs of the citLea ever 200,000 somewhat Lower. 
St. Loule and Lonlevilie have a cont/mevenus watle of only 
2 yer cent. ©? and Philadeiphia and Cincinanats have ratios of 
3 first year of operation ef the income 
trative casts vepresented elicghtly 

we 


. ef £3 ; ey 3 
less than 2.9 per cent of severe"? Nor does the ratio of 


Gost tO weveriiie seam te vary mich ovar the years, The foliawe 
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 ADMENTSERATSUR COSTS GF TU LOCAL SNCOMS PAS 
EN GINGINNATI 2. LOSS@9106 


oRoeaors REE ecrenea anh need coe mnieteme sean en a Sp elec es PNR INGE Fe ee ee EBT ERY NA A BS EDA ARONA EP AL ome LE TENET AL 
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Administrative 
Colieations Coat Cost as a Parcevtage 
Meas {$8 thougends} (S$ thovsands) of Collecetons 


33 . Goa 





1959 > 14,753 


ce] 


1960 25,258 355 3,2 
LOGL 15,497 6B 2 ot 


1962 15,766 389 BB 


























2963 15,032 408 Zee 
Sources Letter from W. C. Wichwan, Clty Mangoes, Cli of 
Cincinnati, February 5, 1964, 

The coat of administration @f the local inesme tax, 
therefora, does mob sees te be at Ali wascesonsi bla, and 
elties of over 300,000 are in gen: esal able to keep thely 
cestfeevenna ratios below 3 par ceankes 

Tne faces that evaaloen Gf the tan does net seam to ha 
Ww? Adore Word amd that the cost of giaivieten&kion fs mot csreeradyve 


Goea mot, howavyar, Mew, that all probi.er ag Of administration 





have beam golved, We must remenher the advica mentioned 





nbove given by the Fenmsylvenia State Chamber of Compared: 


hada wh. €8 a ee straae Vie ts ryqe mmol on & ee rina ts & 
tS the State of Midhigen, namely, that many adalnistrats’ 


a) 





uu 





digelevlties esuld axisa in ace ag they have in 
Pemnaylvania because Of a lnck of unifoxalty in local 
ordinances and a lack of contraliaed collec hon proceduvess 
Bacause: the State of Pennsylvania allows the place of 
xesigenca pelos claim to an individual’a tax over the place 
of expleymant Af hoth places employ tha Local imcoma test 
_dexeops in the case of eaployses im Philedeipt nha, to vows 
tax PhAlade eiphie hag prior claim), samy amall dietrlets heave 
adapted the tax ao that they could vecelve the texes paid by 
thalzg cegidents whe work ln another casting disteier./ ehis 


proliferation of tauing distredets has nek been necommaniead 


by ary pee perersHe: ge soe mee 





or any aionifiiesms attempete at centralised collective 
agenela tome’? Whe vague of ald this fo mot on uly thas peny 
eisiovyers have hact dlacameaced by tha cemplexity and 


cod ae 


dlyeraiey of the tax gegulatione, but olse that thera has 





boas necdiaca ake: igiieation of seminintrative agenclage 
Another peoblea tm the adminleteation of the tax is 
the matter of check. Mag the returia of peatesaionals and 
omal. businesses, Sinmea the Lack of withholding in these 
oases gives vlew to the possibllity of uiderereporting, 
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ase cble to keep this type of madereroneghing at a minlonm, 
howavers because they have tha eubthority to oxdexs a taxpayer 
in with his Federal yecords, & meat drporstant manna of 
double checkinge?* 

Deepite thete remaining probleme im the acdainistration 
o£ the Lecel incoma toe, the attitude toward the cas of 
municipal efficlale and econcmlate who have etudied the tax 
ie perhaps heat suamied we im the feollewing remarke delivered 


by Richard Marden, Areietent: Director, 
y 





o£ Cities, te tha American Munieionl Ascedioatien about tha 
fecal dneoms tax in Permnsylwanias 


Pieces theorists ara prekoy ¢ well seread that tha 
miniecioal Ammer tax ie unworkeble. They say ie adds 
to the serious comlicaticn - ae 4 everlanping 
leyers of fedeval, state, and leanl mae that it 
is mot adeoted to Local 2 nei z a that it 
efters ne Longebese eelnaien to tha preblems of Exon 
Eisanos 

there 49 much teuth dn all of thesa charges, but 
tha fact wemeing that ¢ha local incema tax is working 
in Feantcylvandia although it has hed more than ite 
faiz shave of di eticuletes. ?? 
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in two of tha statas in Whack incams ig taxed on a 
jocel level, Chico and Pamisylvenia, there are mamr people 


who aro a resident of one taxing jmristicticn and en inom 
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a Pyne Oy 4 act es ty htt FP iDEN ni, pat Wa gs, cxtuts Ome) 
eargnes in anether taxing juxiscietion,. The imes governing 














































a re an) uo : oo 
1 -’ 
- a is 
a i J J 7 
T J iF 
7 oe 
Re cot Oa Nice y Gn i ee a n° % 
me ik ; wv - - 5 ' 7 
i i Ly a) [yea Sam aint * - 
. on ; a - : ; 
| ee tio gi, - ' wife ammer st 
4. 
oe 
a 
; - em ci i 
“et J Asa 
. - o 
eS sas a Nin Li 
Da 
wie Ge 
; ou exe) — - g : or ie et Pos 
eh : = , Bt: |e nnd cs vay © 
‘ - 7 : 
- 7 ae : ° i - 
* 7 / 
oa ; ee - ; “ = : mw : } 
by. 7 aa 
= a * a we a : Mier 
- - on ; - Pa a ax peat 
7 ‘9 s <p iemmlenh, Se a 
- ee: * __ any aM - Cao al Segiultgy 7 sea 
Het =. ae CGR me (ly kam cal, nae ae 
a - t iF 
| = | | nthe 
: ; a yo as 
ee we ' _ ies, ia ot ii PraibY Uae 
: | aaa De 
in q 7 : ; = A < Jy RE a a ran 
: : ‘ i, ; i deep ivan 
- y oe i) hy z we wth 
‘ 7 ; 7 ; 
- a . : = — oa 
- 7 oa — i i + - =i) @ Nhe 





; im, «- .« imei ah ea be fedgen tha 


5 ; om : 


- Ay em wt * 
: VW gith rithm: : 
7 - * a 7 
- 9 = > a : oa a ime? a 
7 7 y - oy 7 . 


. ye 
se 











Paes © § 


these situationa differ between these tuw states, 

Ta Pennsylvania the jurdedicticn of a person's residience 
‘hao pedordty over the place of exiploynemk in laying claim to 
the tax, Tho one onception te thea rule 4s oe esse ef 
watamahenlns Philadelphia has bees gives peexaste ext ion 
eights to tax all imceme sasasd within the elt ie Keg 
of the residence of the incema earner.’ ghe procedure often 
follows’ ia Fenneykvanda for alloesting the tex to the dite 


ferent juriecictions ia for each jurisdiction to wlthheld 
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with a publie accounting fism thon detesmining the dletwtoutlen 
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Of the revenue auong the melghboring districts. ao 


Sha gueaskion of uhich taxing Gletwiek, that of 
exployment ow of regidence, has pelordty im laying clause ta 


tha tex of individusio ia enowered quite differentiy im Ghia, 
Here the place of employment has the gicht to Lewy tha Cai GR 


a nonercsidant, even Lf this pareca‘ts placa of 3 





hae the texe In moat of the eaces wheve g person 4a beth 
resident of one taxing Gietrick and income earner in anctherz, 


the tou 4¢ paid to the juriedietion of a 
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instances, howaver, of socliprecal egreements betwaon dl fferent 
commndeioa whereby the juriediction of residence ond the 
juxiadiection of exploynent whit ahara the tax. Tha clty of 
Toledo, for examele, has an egreetient with its evburbs whereby 
the revenues recolvad fren taxpayers vowiding im one Ciatrick 
and wosking im another are eplit evenly betwean the tr 
éieteicte. This is scecorpliched by alblewing eax ceedita of 
§0 per cent of liability te exployscs whe reside fn a taxing 
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‘ ; t Sunt toe Sie aye fe Loen ft pease sd $4 8 Cob ease an oS 
Beayling Green, Defiance, Painesville, and Urbana, ** 
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Gane poink on vaich every student of the lacal income 
tan ogrese is the fact that tha tus ie a important producer 
a 


of severuee In a goeciah woport in 1952 by the Mayor's 


Comalttea on Hansgament Survey, hanced by Rehest Halg end 


pS 


Cask Shoup, om the fiscal comiition ef Mew York City, the 
possibility of the. local income tax was considered. ‘The 


comaltice reperked euminst enacting the tex at the t4me, bush 


stated that, 1f additional taxes ware absolutely nacessury, 
the mumicipal imacns tax choulé be exacted. The repart 
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amaitted that the tas would hava Limitations becaure Lk 
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Levied, but that it had “enough advantages to warrant: sexdeus 
consideration a9 8 pavizaient substantial source of revenus 
“fox Now York Clty. ?? Similar xefarences Co the revenue 
pecductivity of the tax can ba found in other studies 69 
Despite thea fack that in ne dieteier is the income tax 
rate above 2 per cent, the tax has becoms for many districts 
the mont important vevernue procucax, outpuodueineg even tha 
property tax.e In 1056 thirty-three olities in Chic, none of 
which had an dacoma tax sate aver 2 per cent, collected 849 
milison gree thea dmoone tax and 645 million from prosesty 
texes.®2 che revenue from the income tax and the porcentega 
@& tax revenue which this representa for the saven eftles 


with populations oyer 360,000 whieh exployed the tax In 


es 


fiscal yeas 1962 is shows in Table If-2. 


For these seven cities total income tex ceoliect4onsa 


a 


in 1962 were 36.5 pes cent of tetal tax collecticne, vaile 
the percontege in 1959 fer these suma soavan oitles was 35,3 
per cent. Tha income tax revenves for thase coven eities 
rena from $129.2 million in 1999°" eo S4G202 milidenm in 1962, 
From 1953 ¢e 1962 Income tex reventies rose fester then did 
property tex revenues im #11 of these elities axcept in 
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ABLE Ileng 


REVEHUS PRODUCTIVITY GF THEN LOCAL ENCOME TAR 
iH SELGCTED MAJOR CESZESe LOSS 








- APPAR INNER NEN AD SET I ID 
AY Aegan He neon : 





Inceesa Pane CTateak Paws 


Ciey, | (9, Shovsands), $ thousende) 
Philadelphia 81,814 «802,437 





St. Louis Bg 497 VL &43 38.43, 


Pites Lrgh 9,46 2 Lg fa Ziad 
Cincinnatd 35. 766 30,754 3967 
Columbus : 33,440 — 29 6 VOU GS of 


Lowieville "$6,985 22,820 AD gf 


Toled 6,637 — 48, 956 5308 


NDS SIRT TIED A ANSTO NO RAEI 
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Jum oe Cc! Lola lusnacraneeehioeenetoeoatan : 
D5 ting ‘ . ih om dn EAE 
(Vachingive: Me DeCes Us. So Goverment Printing office, 
19533, eble 7 =~ "FPinsnces of the 43 Largest Cities, 


fn Betad, 2 LESS » * Hp e 7Be33 5 


Although the clty of Getrole sn not emley the 
ineoma tax in Eineal yaar 1962, theo tant was im effect the 
following fises], years, Dusing this yaar the clty collected 
$34.0 milifen from thea = tax ab a ate of 2 per cer 
this total represented almost 23 por aang of total tax 


collectia ong Of Debralt in : fiscal verre 196 Be0% 
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Te following table, yvepryinted from The Toca, tncoams 
om Eornings Sats A Btotioticn Comuaricon of Eicht Cleies 


gives the pay caplits incoma tax and properky tax collections 


a 


im 1962 for the seven citias studied in Sable Er-2, 
TABLES Lewd 


PSR CAPERA ENCOMS VAX ANDO BRODERTY TAX COLEECPIONS 
EN SELRCTSS KAGCR GREZESe 1962 








AICP a vine MAUR ETA ONLI EEN AIRS FARR FET pr PTE HEA Ct HC SIRES AARNE EN NI TNS AE I NEO ASEATT Cate ne Socal 
RR sayy ee GN DR SPER N I nS Se TES ea TTS LSU ET eat SE CURES SND OE BI CARD RETO TLL OCCIEA SALE TELS MPRA RS TEESE IY ELE, 














Par Caphta Sn cores Beas Par Caplta Property 
s & Tel Pe Fib=, ee 
ELE ake Rags. sa anstcorncerinedll cote eg = = EEE seen Waal ESE K 
Shniledelpaia 840.84 @ 2 Gfax% $46.99 | 


St. Louds 20,66 « 1% 38,69 


Bitteburch 25.66 @ 39% 86,08 
Cinginnacs 315634 « 2% 41,25 
Colugbus 27eSG @» 1% 10.54 


 Lowlsvible 27,81 «© 2 1/44 26.241 


Boleds A716 1% | 19.70 








Boures $ pneae ees Inge, he tf rnsesa of Baeniess 
cineiloul Comoarican of Biewe ¢ er elee 





28 2 eigen of B: 
feancas a Missouri, 1962), Sable Iv — "1962 
Pez Sapita fncoms Tax and Property Tax Collections, * 
Bs 16.6 





eet vito 2 pt Spar 
the effect which munieiosa 


the flecal structure of majex cities can best be Lilustrated 
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by the following table, which ehowa the imsome tax revenue in 
2962 and the property ca equivalent: of thig revenve for the 


NN aD ae ae 


. seven major eitiles considered in the ehove two tebles. 


TABLE Phe} 


AMDETICNAL PRODERTY TAH RP BD 
AMOUNT EA TO 186) Teco : ot 
EM SELECTED RIOR CEPINS ¢ 1961 























MN OR scapes I em ao A ce SE na aaa en oH ra 
FSAI ARSON BOO I 2 a TASES SUA ATT T RTE NS IR 
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Peaoperty Tas Rate 









Assessed Encgme Tee Equivalent (ger 
VYaluation® Revenne” $2 C08 of ussesaed 
eles AS thousands) (5 thonsmnd), WAL UIGL OD amon 
Philadeipi nf tay & 628, S86 ee a 35 55 SoiS 
St, Lewis 1,622,945 aLeSih L3eLS 
PLeEteht usoh 2 6 203.0 B38 V6 738 6.84 


Cincinnesd 1,488,168 15,438 10,64 


Colusisus Lek g ee? £25340 21.62 
Louteyiiie 877 962.6 40,873 19.36 
Tolede GL] ,4098 8, iG0 9291 

EALERTS eels etre ee EIRP ATA BGY a Se en OAM BB AVEDA DEN AD AREA LE LAAN CSD 















Sseurcers We S&S» Det paxtmont of Casenexede Iweeau of tha Can UD g 
Woxeel La bre sky Valuas jn she United Staters | 


een ChE or omnes santas 





2. 


(iashingbor, DeCos Ue Se Governments ‘Printing “Oiiaw, 
1963) Fi Talst a 2ih.o 


Pscurees Ue Se Depntiment ef Commerce, raaveaa ee Se COMES p 


Comendiva of City Government Finsness in 1961, 





(Washington, DeGot Us Ba Gower Ries arc Soka OLises he 
1562), Gable 7 - “Pinaness of the 43 Largest cities, 
In Oetadsz.* 
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Gane of the eriticiems levied egainsts any new tes is 
that it leada only to inereased goverment copending and never 
loads to eny reduction in ether taxes. ghe folleving table 
shows tha property tax rates im St. Loule, Cinelnnati, 
Youlsevilis, Philadelphia, and Pittsburgh, Sexe thras years 


previous te the adoption of the Local Snoome tay, and for 


three years after the tax was 
ineludes the tex vebea in Bets 
te the adoption of the ineomn 


: ; S pate ieee pts ite E pws 
SES WEN 2BEG CHGraE Lat. 





sdosted. The table alsa 


oLe fox theee year 


tax and the ewe ¥ 





oR preyviaus 


are ginee the 


SARL EteS 
PROSENSE? GAM BVEES B 2 AIS ROOPTICY Oy 
ROGRL, TECHS AQ ig MAJOR GEEERS 





eertertincenvenes striae 





Property © 


Of 2 





Chey Yea oe HE at an enkussomnepecienes: ke cy 
St. Loute® Loas $27.38 4 pyeod syayente g 2 
| L047 27 640 152 ? 
1943 «27,40 Hee 14,62 
FOAGY 37 420 2OSAe 10066 
1956 251.50 1956 10094. 
1952 20.60 #989 16.60 
LoulevilLe® 1048 140213 philadelphia” 1936 26.28 
15,75 193 26.025 
1867! 4938 26 02: 
25.30 qo308 a 25 
13.80 1940 75 
1980 13.00 298%, ! 3.95 
L951, 15,00 1842 oe 2S 





fer esCOr ar BN We CN BARR IE EPL ES ETI IS RTD EASY SERIE DUT THA NEN 


Re a ee : 





Jorma ANtah 


Propert: 


Rate = ex $3000 
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ORO Tritt WTAE SDT RAD BSR NEC RENAN I ATL PR AEE BIE ate 
ERITREA ROAST LEST 8 IEE PTI IEEE SSN ONS BN IE ET ONE ERG RPI EEA IE RRL ELIE ETE LENE EASON ETE SB TLS HELIS BEARS IETS 
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SABLE FkeS «— Combined 
Ph gieburgn® land Buildinas : 
1951 26.00 34.00 Petroit® rese9co 28.259 
1952 33,00 16.50 1S60~G4 25 256 
4953 39.00 416.00 1961-62 25.7232 
1954 32.00 16,00 1962-63" 25,232 
15955 32.00 16,00 1963-64 95 232 
195G 34.60 17.0 1964465 25.212 
1957 33,00 16.50 
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Bsource a Lecter Exom Donald G. Aubuchon, Division of the 
Rudgek, Cliy of St. Louis, Pebs 23, 1965. 

Reoureae Letter from Coorge C. Schiele, Pax Commiesioner, City 
of Cinclmati, February 25, 1965. The property tax - 
rata given is the city property tax rete. 

Csourceasa Lettex from William O. Rudd, Secretexny<Treasurer, 
Paanlae Loggers of the Sinking Fumd, Ciey of 
Lovieville, Feb. 24, 1965.4 

Sources Letter exom Mortin EB. Rotman, Revente aes COLORGR » 
City Of Philadsinhia, February 19, 196 

Ssources Letkex fren Moran MM. Mackin, Deouty Treasuray, C4 ~ 
o£ PLléegsburgh, Maresh 4, 1965. Setane taxes ie 
and buildings separately. 


Sourea 4s Laebakear dee Reward Nowak, Budget Director, 
Berks eed 1S Bets & 236 LEGO » 


City of 


Gable If-S shows that Cincinnatl experlenced a 


stantial reduetion in ite property tax rate upon the 


adootion of the lecal imcome tax, and it aleo showa that 


Loutlsville and Natrolt experienced slight decreases in thelys 


property tax rates, On the othes hand, the property tax 
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rates in St. Louis, Philadelphia, and Pittshurch ware higher 
afters tha adoption of the local. income tex than they were 
- bafores 

It ie not accurate to say, therefore, that a new 
gource of revenue has no effect om other tar Eatess A 
-gtrong rafutation of this charge ja given in the survey of 
the tex rates of 128 elties im 1941, done by the Tulsa Chambar 
of Commerce, The five elties in tha survey with 300,000 
paople ox mare, and with thely cam ineome tex, Loulseville, 


Ste Louls, Colwebus, Tolede, and Piitshurch, had a medtana 


Ine gy 


kn 
ba 
ot 
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ia 
iS 
ow 
% 
Sy 
be 
zt 
vr 
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xg 
& 


effective properky tax rate of $14.21, and 
vate of $19.62. The twentyethree cities of 300, 000 poopla er 
Rore, ard with nelthar their own incane noe their om sales 
tax, had a median effective tax rete of $22.42, ond a mean 

ES 


effective rata Of $2605. 


SoS 


Revenue Contyiburlonn Of SomeResidonts 

Thre percentage of the incomes fast revonue which in 
contributed by nonesesidents varias considerably among the 
haggar clties. Thara axe four hajoe determinants ef thia 
percentages tha percentage of the Llohor forea of the alt 


73 
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wi © Lf Mh rte Cyt oy Syme, Hee a oa = 7 
whieh noneredidents comerise, the question ef w 


wether eo mow 


the district of euployment haa priority in laying claim to 
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the tax, the question of whether or nat the nat profits of 

mesident businesses are taxed, and the quastion of whether 

ox nok investuent income of residenta ia taxed, 
Philsielphia, which taxes businesa income aa well as 


porsonal income, but which has ae fairly high percentaga of 


nonevenidentes in ite labor force and has priority over other 
districts in leying claim to the income tax of ite non= 


¥esidents, receives sbous 20 par cans of Lia income tax 


vevenuea From noneregic dente P° In contrast, Pltteburgh, which 





is similar to Philadelphia in ali factors mentioned above 
emcapt that it cannok recelve taxes feom nonexealdent employees 
22 the Gistricts of vesidence of thesa employees hav VE BN 
income tax, racaives only about LO per cemk of its income 
tax yevenue from non-reaidentea.o? 

in Chilo, where the net profits of corporations are 
‘taxed and the district of employment can cellect taxes from 
nonexesident employees even if their dis striects of reaidence 
have the tax, the wain determinant of the relative contrite 
bution Gf noneress denies io the relative eise of the none 
resident lebor force, Cincinnatl, with a high noneresident 
Labor force, is estimated by ite City Manager to ba receiving 


over a third of its income tex revenue from noneresidents. 


ens 


‘SEPP eed: 
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Colitis which has «& low nonevesident labor forga vatie, La 
estimated by ite Cley Manager to be receiving only about 12 
pez gent of income tax revenue from noneromidents Bea 
estimate haa been mace of the nonereaident contribution in 
Toledo « 

St. Louls, which taxes busine re income as Well ag 
sstinated ta be raceliving 25 per cant of 
its dncoma tax xevers from nonresidents 24 Detvoit, which 
not only taxes nisiness income but also taxes the interest, 
dividends, eapltal gains, end net rental dneona of ita 

anidenta, neverthelass received a avbetartial prepertion 


(Of Ete svevernuc feat sotere sifents when 16 wan taxing none 





soeidente ak tha as vesidents. This ia heceuse 
Detreit has or extremely high nenereeLday te Laber forces, The 


Senior Research Acpaciate of tha Cltigess Research Council 





of Michigan has that non@-residents contributed 31 
pez cent of tha city's incase tess reventa im 106 63,09 
AlLthe aug no offietal study hae bean made of the none 


wesidert contribution in Louisville, a re agonable eshimate 


% 


gan he made with the use of fieuzes compiled by the Bureau 
of the Census. Tha total Lncotma exened in Lovwisville by none 
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anidents is arrived at by multipiving the es stimated nuawber 
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of nonereaident workers in Louleville, 44,000,°° by the median 
wage in 1960 recedwvod im the Louisville Standard Notropolitan 
Statietical Aren, $4,570.91 Multiplying this amount by 2 1/4 
per cent, the rate of tan in effect in Louisville, gives en 
estiaate of the amount paia in income tansa by non-vesidents. 


When this emount, $2.53 million, ia divided by the amount 


received in income taxes by Loulevilie in 1960, 610.8 million, 
wa find that an estimated 23 per cant of Lowlevilie’a incoma 


tax raventia comes from non-residents. ?* this is relatively 
lew since, although Louteville Goes bax business prolate, 1t 
dees mot tax the income of ite residents eared outsides the 
city'a limite. The noneresident contribution in some smaller 
 Kenbucky cities, Buch as Lex neem and Mewodet, has bean 
estimated to ba substantially grentex than one=third. 93 

The nonresident conte tbut ion te the income tax rave GG 
des he major clttes, therefore, ranges from Bittsburgh's. 
10 pex cont to a porcentkade greater than 33 per cent in 
Cineinnntd. Bive of the major olties ins which eatimates war 


mude showed non~rasidents conkributing at Least 20 per cont 
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on the Loontion of business, and, to coms deyeee, on the choiea 


2 


Gf the place of residence and employment, have always bean 


ag 


esong the arguments ralecd againet the local income tax. Zn 
1047 the Joint Committee of the American Bar Asscalatrion, the 
National Yax Assoulation, and the National Asgecletion of 
Tax Administrators, in thelr ehatewent in opposition to the 
tax mentioned above, stated as theixy second of thres raasons 
foe opposing the tax the denger that the taxes would drive 


business out of the districts imposing the tax."" 


re a> ome hy OS , omy Fo Gi om i mig em meat co. Mgesiag eae 
the Greater Boston Economie Study Co 





about where te live, work, shor, end invast.” Hore vacant Ly 
the Leegque of Women Voters of Boston, a private group which 
studies the preblemy of state end Local cevermeont and then 
proposes poselble aolutions te these problems, oom, oul sgaines 
the Local income ease ad a possible meann of vralaing mewe 
xevernue for the City of Boston. Gna of the reasons given fox 
thia positicn was that entncs a tax would drive businesa out of 
Roston,?? 

ible deterring effect on 


The veagons behind eny poss 


5 ‘ * z 1-2 3P. ey a> es! as Ms %, ee shay a Sra An tere Beh ye 
business investment in a Gleteick with the tax, ef course, 
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would .be efforts to escape the business profits tax, to 
escape the administrative work of withholding emplovee 
taxes, and to eliminate the pessible necessity of paying 
higher wages and salaries. The reason behind any possible 
decision of an employee not to accept employment with an 
income taxing district would be.to escape paying the tax 
by seeking employment in a district which did not have 


‘the taxe Such an incentive would be meaningful only to 


) 
2s 


one whose district of resi: 


iS 


ence does not already. levy 
the taxo 
There have not been as yet any formal studies 


a 


on the question of whether local income taxes have actually 


C 


had any. detrimental effect on either business investment 


or the labor market of any taxing district. There does 


i) 
ag 


exist, nowever; a body of opinion on these questions. 

It consists of those who have studied the local income 
tax in various cities, the officials of the cities with 
he tax, and business representatives in the different 

cities. The opinions of this last sroup are the most 
important on the question of the effect of the tax on 
business investment. For these business organizations 
are expected to voice the official reaction of the busie 


ness community. If tne tax were having a deterring effect 


YL 


q 


on business investment in a city, we would expect the Chamber 


Oy 
ais 





of Commerce, o- soma siullar gvows of that city, to voice 
diepleasure with the tax. 

In 19660 Robert Sigafsos, stated that the municipal 
income tax in its present structure wag not a deterrent to 
ees ey lecation ox comunity business enterprise crowth. 
Yt was unnecessary, he anid, for cities anid their industrial 
promotion groups to be concerned even if tho tax ware to he 
ndopted by more and more cities ae a Major sources of revenide 


Regarding the possibility of a business attempting to avaid 


e 
®@ 


the administrative work of withholding by lecating outelde 


% 


taxing Glstricts, Mr. Siqafesa admitted that withholding 
requirements would continue to be @ source of confusion and 
iryitation to firms, especially those Located in multilosel 
qurisdictions with the tex, bit he could not envision a 
businase, except in unusual cnses, Coliherately trying to 
avoid the withhold! mq reculroment by relocating eperations 
elsewhere.” 
Milton Paylor cones curs with Mr. Sigafoos that there 
hes been no evidence of any dcterring effects on business 
investment and goes on ¢9 eay that the same isa true of the 
labor market. In his survey article ot lecal income taxes 


* 
a 


he makes the statements “, « .« the esmerience of Ohio and 
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Penneylvania has been that there is no evidence of migcation 
to escape the tax elther on the part of esapital or Labor, 098 
This ia exactly the conclusion which I have reached frem my 
personal correspendence with city officiale and private 
business groups from these two states. And, though there 
wers some ingtancas of opposition to the tar from businessman 
when the tax was first enacted in thelr respeetive eliie 
‘businesemen now are not unfaroceble towards the tax, and 
would not want te see the tax terminated and the equivalent 
HMoUNE OF revernua Saised through the property tas. 

The only case in Pannsylvania or Chie whare the tax 
was isentioned eas having any possible deterring effect on 
business Location was the Gage G2 a small business which 
moved Gut of Cincinnati, supposediy en mecount of the tax. 
But even in this case clty officials are not suxe that the 
‘business would not have moved out even Lf the tax had not 
been jovied.”? 

Nor is the situation any different in the ether states 
where the tax ia being used. The Lowuleville Chenver of 
Commerce reports that tha business commmity welcemad the 
Louisville income tax in 1947. Tha reasen was that Lewieville 


had had BA GICAL ional License tax on buginese alone for many 
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years prior to tha leeal income can, waich, when adcoted 
in 1947, was considered an eccupational License tex on 
wages, salaries, and self-employment incomes. What the 1947 
tax did was to extend the coverage to the wages, salaries, 
and selfearmployment income of individuals. With this 
extended coverage, the license taxes or profits taxas which 
businesses had to pay were actually etecan: Neither the 
eity eff{ialals ef Louloville ner the Loulaville Chamber of 


an 


Commerce think: that the tax has eaused any distertion 
the Louisville lebor market. 

St. Lowis xveports no known incident ef any business 
moving out of the city or vafueing te locate ox expand within 
the city in erder to ascape the business profits tax of the 
payroll tax. Detrolt reports the sawe experience, although 
the Clty Controller points eut that thie could be dua to 
the fact that several ether cities in Michigan ara atiLt. 
eonsidering adopting the tax, with the result that a business 
has no assuranee of escaping a local income tan by waving to 
another location in tha area. 

As mentioned shove, the incoma tex in Kansas City was 


approved by the eltiseng of Kansas City in a referendum in 


December of 1963. The Chanber ef Cow 





axrce of Kengas City 
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did not come out egainst the passage of the tax befora the 
referendum. The Chamber feais that the tax has been weil 
“xecaived by the buginese community, that cooperation on the 
part of business hac been wholehearted and complete, and that 
they have not been hampered in thele industrial develegment 
efforts, +f? 

Par from having an adverse effect woon velations between 
elty officials and the business community, the Local inceme 
tax seesia to have, more often then net, improved relations 
betweer these two geoups. Indleative of the sympathetLe 
feeling within the business comaunity toward the tax are the 
‘exemples of several girms im Cineglnasti which, becausa of 
atatutory provisions micht not have been taxeble, seavartheless 
voluntarily paid the tax from money which they claimed they 
would have had to pay through inereaged real estate Lavies 
42 the inceme tax hed not heen imposed = O2 

If it i@ true that the imcomse tex has not been a 
daterrent to businese investment, it would eceem to indieate 


f ¢he Local inaome tax om business firma 


PR 


that the ineicgence e 
is mot ag grast ag is the ineldence of 5 preperty tas which 
would raige e commarable amount of revenue 

The only other possible lesational effect which the 


income tax has been mentioned as having is en influence on 
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peoples' choice of place of vasidenca. Up untél 1962 the 

question dealing with this posaibildey had been put thie 

ways “Would people whe live dn @ Gistrict which taxes wages 

and salaries wherever earned, and who work in another Gistrict 

which does net have the lecal incoas tax, ba influenced to 

move te a district which dees not have the incoma tax?” 

Since Detroit imposed a tax in 1962 on the investment income, 

ae well aa the earnca income, of residenta, the question hap 

been broadened to cover not only those residents who woul 

outeide Detroit but also those who seceiva a substantial 

smount of income in the form of investment inceme. Befere 

the tax went into effect, Mr. Brender expressed concern 

. that this was a distinct possibility with seapect te older 

people whe derive a good portion of income Svom investments 202 
There has been as yet no formal study on the quastion 

of the effect of the local income tax on residential location. 

Offialals of the major eities with the tax, including thase 

im Detroit, clain that thera Wave bean no known cases of 

peoples’ changing their place of residence in oxder to . 

escape paying the tanet93 xe thede LMpPrEessSiLons are Correct, 

ie is moat likely due te the fact that the tax rates are 89 


o 


lew and because the revanues frem ¢he local inceme tax 
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have helped te keep down ether tax levies in the cittes. 


Summary 

We have seen that the lecal inmeome tax has achieved 
econsidarable growth cinse 19646, especially in major cities 
in the country, even though it is im operation in caly elx 
states. Tha tax 4g now in effect im 3 of the 5 largast 
cities in the country end dm 10 ef the 42 laxgast cities. 

Most of the communities whieh employ the tax, tax the 
earned incema of theiz residents as wall as the income easncd 
in the eS by neneresldents. Goma tax the net progites 
o£ corporations. Detrels end Mew York City ave the enly 
major Glties to tax investrient income of its residents. The tax 
yates renge from 1/2 of 1 par cent ta 2 per cent. 

The tax has been shewn to be capable ef being administered 
exiectivaly. with the cost/eeyenua xatio averaging about 2 to 

S— 

2 w/o pee cent in the major eities. Tha withholding systen 
is the key to effective administration of the tax. Certain 
problems do comain for these in charece ef administration, 
but the universal opinden of aity offictals is that the tax 
- £s being administered effectively. 


f 


The tax has become a substantial seures ef rovenvea in 


all comamities exploying it, especially im the major eities. 
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Incema tax reventies rose faster than did proserty tax ravenuca 
from 1953 to 1962 in every major city except Toledo, The 
(property tax vata equivalent of income tax rovenues im 1061 
fox the seven major eities with the tax ranged from 96.44 por 
thousand An Pittsburch to $19.15 pex thousend in Philadelphia. 
Contrary to the charge sometimes made against new taxes, 

there are cages where thea adoption of the Lecal inqoma fax 
has led to a Gecline im other tax rates, namely, property 

tax rates, after its adeéption by certain major cities. The 
nonevesident conte ibution Of the tax vrenges from 10 ber cant 
in Pittsburgh ¢o ebout 35 per cent im Cincinnati, with most 


@£ the major cities receiving more then 26 per cant of their 


income tax revenues from noneresidents .« 
Though no foxmal studies haye been made en these 


questions, thoge who have studied the local inceme tax, 
officials of the eities with the tax, and groups wepresenting 
private business in the cities ara of the unanimous opin tion 
that the tax has had noe deterring effect upon business 


investment or the labor markets within any aley employing 





the tax. City offieielis algo feeh that the tax has not 
caused residents to leave the city in order te escape the 
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The question of the burden of the tax by income groups 
wilh be discussed is, the following chapter whan the burden 
of the Local scales tax will be compared with that of the 


local income tax. 
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pod Problems, ppe 42~43 4 


6Sipid., Fable VIL, pe 60. 


O75 
Pe 138. 

68.25 axack fileuwra from Plttsburgh is avallable since 
other taxes tmpored under Act 491, Lege, tha Mercantile tex, 
the attusement tax, and school levies are sa similar thet the 
machine accounting, audiics, and investigations ara pax formed 
by the saa division. The rolative cost ia, howaver, 
-eetimated to be somewhat higher than that of collecting 
veal estate and business levies. (hester from Davld A. 
fuith, Cliy Treasucer, Pltteshuvgh, January 23, 1964). 
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per-cent. Z 
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oy etter from Leonard Brendex, If Detreit had taxed 
nonereaidents at only hald tha rate at which residents were 
taxed, which now, by law, im the cage, it would have reesived 
slightiy more than 16 per cent of itm income tax revenue from 
noneresidents im 19 FOS 0 


20%, S. Department of Commerce, Bureau of the Censu 
United States Censusag © — omaha! Rion 3 andi Hous iSincd3 1966. 
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Government Printing Office , 1963}, rable L131 < "Blace ef Werk 


of W oxkexs fox Stan ndaxdived Metropelitan Areas of 160,090 
ox More, * 


ee 
Thid., Table 124 = “Median Earmings in Standard 
wu 


Moteropolitan AFGAS » 









advisory Comm ae om Intergdovarnmental Relations, 
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esidents, This moans Pate about 15% of revenue came fram 
ae nek profits of corporation 
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*7sigafoos, “Zconemioc Aspects of Local Nonproparty 
Taxes on Business,“ National Tax Asscelation Procecdings Foy 
1960, pp. 448449, & 


SSpasrlor, "Local Income Taxes After Twanty-One Yeard, ” 
Be 124, . : 


99, etter from W. C. Wichmen, City Manager, City of 
Cinelonati, February 5, 1464. 


LOOT otto from John Dickinson, Menager of Governmental 
Relations, Chamber of Commerce of Kansas Clty, September Li, 
3964. 


LOky nttex Ervom W,. CG. Wichmann. 


l0éprondex, “Michigan's First Loeal Income Tax, * 
Pe 429. 


10376 are not considering here tha possibility that 
a tax on investment ineoma might discourage suburbanites 
who would be thinking of nioving inte the city, from doing 
‘ao. We wlll consider this poink in Chapter VE, in the 
discussion of the advinebiilty of including investmesk 
income {mn tha tas base of an income tax im Boston. 
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CHAPTER ELE 
Tia LOCA GALES Bast 


The Chrenoleday of the Local Salen Sas 
Like the Local income tex, tha leeal general sales 
tax ig mainkiy @ post World War If develepmant, the result of 


By 


the vepidly increaeing Lecal expendituces and of the desire 


cod 


to xelieve the pressure of preperty taxes during this pemled. 


at 


Prier ta World Way XE, omly twa geior cities, New York and 
New Orleans, had a general sales tax, enacting thely original 
tas Lews in 1934 end 1936, respectively. 

En 1945, the city of San Bermavdine imposed the fizret 
- fecal general gales tas im Caligo: miae* Loe Angeles followed 
ba) 1946,° and by 1°47 tha mumher of camaunities in California 
with the tax had almost reached 100, By 1996 the tax was 
exployed by 158 of the state’sa 218 cAniem including the 
four largest olties in the etates Los angeles, San Frenalace, 
Ban Diego, and Qakiand.” Taday @ local general sales tox of 
2 por cent ia in effect throughout the whole state af 
California.” 

Denver ensoted a akty ss Bho tax im L8é8, For seven 


& sown 
3, 


POaL general sales tax im effock 


Years this tax was che aahy Le 
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im Colorado. . Then, 4m 1955, Fuchie, the state's second 


Largest GELS» BLee bere Lope tea Che CAS & G 


fn 1966 there were 6 
eitdes in the state with the tax. ! 

The Lilinoia state Legisleteure in 1947 gave all 
eo ospetst tan the power to lspose @ sales tax provided that 
the tax wae first appreved by popular vote. fhrough 1954, 
however, evary clty which had attested te get approval of 


the tax by the voters hed failed. in 1955 the etate 


Legielatuve renoved the referemiwa requirement. By January 
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of 1856, oix me agislation had becoms 
effective, GLF cities had imposed the cax.® By December of 
' $964 all bet a heandfal ef elties and agunaties im tha state 
Wore aaploying the tax.” Those already with ae tax ineluded 
every olty with a population over 25,000,210 

By daywuacy of 1964 ever 2,000 local governments in 
13 states ware exoloying the ¢ax. hese included five Os 
the fourteen lardest alties in the United States (New Yorks, 
Chicage, Les hugelea, Gan Fronelacs, end New Orleans) .¢* 
Gther eities with po pohations over 360,060 whieh have the 
tax aves Sen Diego, Benver, Facenix, CakLand, aad Long Boach.?@ 
Cther lasce elties, auch aa Buftfsio and Recheater, Mew York 


z a 
aré parte of counties which have a sales tax zee? 
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The Structure of the Taxes 
The lecal general sales tax in the United States is 

basically the sama as the arate sales taxes, that is, they 
are basically single-stage retail sales taxes, applying to 
all sales at retail, whether sale is made by a retaller, a 
wholesaler, or a manufacturer. Two states, Mississippi and 
Hawaii, do tax wholesale sales, and Hawaii taxes manufacturers’ 
sales, but no local government taxes non=-retall sales. =* 

Retail sales are defined as "sales for use or consumption, 
and not for'-resale." Sales for resale are defined as “sales 
of articles to be resold by the purchaser, either in the form 
in which purchased, or as physical ingredients er component 


arts of other tancible personal propert Jos Other sales 
a | & & 


to business firms for use by the firm, such as those of 


2, 


supplies, fuel, equipment, machinery, etc., are taxable 
unless specifically exempted. The taxation of such "producers 
goods" typically account for 20 to 25 per cent of total state 


Sales tax revenue, £6 


and since, as we shall see, the bases 
of the local sales taxes and those of the state sales taxes 
are almost, if not entirely, the same, the same percentages 
should be in effect for the local sales taxes. 


oe 


Certain of the local sales taxes, like most of the 


state sales taxes, are complemented by a use tax. This is 
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a tex imposed unon purchases mada qutelde the particular 
taxing couunity ewh brought in foe use within the es soma Ltesy oh 
Major eities which impose the use tex are: New Orleans, Denver, 


New York, and ell major elties in Californd ia, %8 


Tha Lass Rages 
The cities digfer with enc another on the matter of 
exempting ee state typus of gooda from the sales tas. Tha 


three major entegorlas ef exemptions by local government 





were: feed nok exten om the mises where eold, mabieine, 





and public utdiieies. The Collowlng are the exemptions of 
thoge mater cities with thele evn gales taxas. | 

fhe water cities of California exert food nee eaten 
on the prawlees where sold, modicine, and public weliicies. 
~Phoenix gives mo corcamipcLonge LS Now Orlenns exes “pts cartaln 
publie weilisies, such as gag, electrieity, and water 


Denver exemots food, preseriptiion denua, and all iatenc tasted 


by the other levels of government, such us teberce and 


Gusolines Chicage exompts moxtnhin wblideles, euch as 
telephens and telegragh, gas end olecteduity, water, end 


aa 


tronepertation. New York City exempta food and medLoines*> 


Just ag certain goods are 





eoecein parsons exempted from paying 
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dalivery meade to poroonse Laveng euteidea the taxing cat tty 
gga exeseted by certain of the elties, sien 29 How York, 
Denver, and New Orlenus. In Caiifoenia, where thera is 4 
ptate ealeos tex and a local gales Geax in effect throughout 
the state, nonerecidents of Californian escans beth taxes, 
put residents of the state pay beth taxes to the vatailerx, 


regardiess Of tha placa ef delivery. aa 





“he sales test sates of 





states which alse have a general cales tax are, on the whale, 





lower then the cates of those communities dn states which da 
nos have & ganerel calles tax. he rates of the farses once 
muindties uwea edihoay aone-heif og che Percent, excepts for 
bonver and several coumumitdes ta Alsbeza, where the rate 
de 2 pew cess. The latter cammmities, waich are situated 
im Alaska, Haw Yoek, and Virgin ANS» have 3 races ranging rem 


ene-hals ef L pes cent to 3 par cont,23 


The following fa a List of tha sales tax retes In 
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GABLE ILTt~h 


SALES TAX RATES OF MASOR CLIPEES, JANUARY 1, 1964 





























city Rate (pez cent) 
New York 4 


Chieaga “Ufa . 
Les Angeles 
San Francisca 
New Orioans 
Gan Diego 
Denvar 
Mocs 


Oakland 


mo feet etek 


Leng Beach 


ie 





a 





Baureas Advisory Com saiegion on Int COVaaverMaaneal Ralatiosms, 





——s=—=s«-Ciwase Overtapeiaag fn the United States, 1964 (Washington, 








DoCes Advisory commission on int SSOVGE saentel 
Relations, 1964), poe LO7@9L68. New York City had 

a wate o€ 4 per cant from January 1, 1964 to August 1, 
1865, when the vate was Lowored to 3 per cate and a 

2 per cent State salas tax was added, 


Ras Revene. 
New York City ceceived in 1962 geome 52.8 per cent of 


wil Lecal general ales tax FEveaUS im the United Statease 


fotal revenue was $274 million, of which $514 million was 


a 


alii, 


- 


i 





Gaived by New York City. By Juma of 1963, the annual 
loeal general eales tax yield enchant $1 blilien, or some 


twoefifths of all Local nongroperty tax revenue in tha United 


States.“ 


Considering all other lecal governments except Rew 
York City, the impoxctance of the sales tax aa a source of 
revenue Increased greatly from 1992 to 1962. The revenue 


from such taxes quintupled during thia period, about tw 
the vate of tnercasa of all Iceal tax Keven?! 


fhe pons fable gives thea rates in 1962, tha por 


eeplia sales tax Yevaniie, and the porcentage of tetal tax 
revenue provided by the sales tax in 19624 in the five Larqast 


elgies with the tax. 


TABLE Eifed 


SALES GAN RAGES AND REXYETOR oF s Dba bibl 
for OR Cie CLES SP LS62 


Jods ina ectecennianetenbadligghioaaralisbptaserdetecbonba tated sakebaniei agadiachanaaueonsbande abaaaasceaatabamendemriahaideencntarmin 
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Sales Tax Revent 























Par Soran aed as @ Peroe#nt of 
city Rate mae A, REVO Fotal Tas Revenvs 
New York 3% $65 99 30% 
CHiGaca i/ea G eSB g 
Los angeles aE 15.91 26 
San Freneisce 1 23046 25 
Haw Orleans + 14.80 20 

Advisory Commies SLon Ort Dcargov 


Gourcess 





oxmmantedl Reletions 
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The effect which local saleg tax revenuer hava on tha 
fiscal structure of major eitios cam perhaps best be iliustratzed 
by the following table, which shows the sales tex revenue in 
1961 and the property tan equivalent of this vavenve for the 


five largest alties with the sales tex. 


TABISS Iite3 


ADBIGIGNAL PROPERTY TAL RATE gpa aay VEEL ss 
AKOLSY BQUAL TO LS cet. apy Th REVERE IN PIV! 
LARGSSY CEGIES WEEE A GAMES bes 4962 


ei eeneeretryt enya eben Pah Dr ARON PSE tN ripper: nt gernoen “ 
EA kes PONE Eat MARR TI Ya NERA NO AE NS SRST TRC USNC A TON ne Er ESE tO IT 








Property Tan 
sped Valua» General Salas. Equus alene (per 

fae Revenue” $2,000 ef assessed 

city (g_ shousends) valvation) | a 
Naw York $26,094,109 $455 974 $28.62 
Chicas 10,025,206 a4, 42 Zend 
Las Angeles 4,979,785 43 430% - O47 
Sam Prer actace 4,305,081 16,946 12.93 
New Grleans B38 9 303 8,0 706 13643 

















PoP rece HEATHEN SRE ADOT ASE RAR NEPALI TTD AIRTEL 





Beources U.S. Departments of Comtercae Burcau of the Cansus, 
bie Proemersy Vale sa Grates: LS 
(Washington. BeSot UWoBs Government Printing Oxf CLELGSR» 

1963), Table 21, pp. LOLI 9 
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DOSE Mbt sor See a 








Sources UB. de pesto of ea se Bureau ef the Cengus, 

nt Finances Jn 196%, 
“(ilaghds iagton, oceua “eSBs Gover! ament erinedng C&ilas, 
1962), fable 7 =~ “Finances of the 43 Largest Cities, 
Exh Detail, L961", Bee BO-33 4 
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With vespect to the charge that a new source of 
reventie never leads to a reduetion in other tex rates, but 
only causes increaned expenditures, 28 the following teble ia 

o£ soma dnterest. it gives the tox rates gor three years 
before and threa years after the adoption of the sales tm 

in New York City, Los Angeles, and Denver, those alties whoga 
auditors have answered the request fer such infosmation. 

The table La of Limited value, however, because the auditers 


iq this information, 


o£ Log Angoles and Denver, when supplying 


a a nee eps Re een Bis So had poly tee fl yy sts bate 2 RTD SL OP wy ft a a8 te yada d « 
nade 3& vexy diaax that the primary purpose of instituting 


theirs alee tax was not to seduce the property tax rate, 


CORLL 


we 


rae rather to finances meceseacy increases in expenditures 
which had alzeady been voted on befera the galcs tax.?? 
Added to this teble should be the fact that the effective 
property tax rate in New Orleans prior to 1941 was §25,50 


per $1,000 of asseased valuation, and that the effective 


% 


$2.,000 when the seles tex firet 


vate Cropped to $25.275 pa 
went into effect in 1942.74 

Table Itked shows that the adoption ef tha sales tax 
by New York Clty did rok lead to a reduction of property tax 
rates.e The vates fox the threa years previeus to the eales 


tax were lower than those for the three yeara nfter the tate 
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GABLS TLL 


PROPERTY TAX RATES BEFORE AMD AITER ADGPTIGN OF 
SALES TAK EY SEGEC LED MATOR CITEES 
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Property Tact 


Proparty Tes Rate Rate (paw $1,000 
{per $1,000 ae age o£ assessed 
Oley Year sessed valuetion) City valuation) 
Hew York® 1992 $25.70 Los Angeles” 194344 17,10 
1932 25 60 LO44045 ~ 17.40 
1.933 23639 1945045 L7 658 
1934" 25,80 LOAG=4 7% 18,00 
1935 27010 1947642 45.90 
1939 26050 LS4669 16532 
L937 HO SG | 1949-569 16.289 
LVS L6S2 17.50 
2952653 | 27.69 
O58 3-54 18.309 
LOS4-§50R 18,30 
195556 16.30 
LE5G=57 19.08 
198758 18.80 
DenverS 1945 21.68 
1946 21.66 
1847 222099 
LS48% 22.699 
1949 21.60 
4959 20 460 
LOS 20.69 
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“sources Lebter fro epee 46 Schwacte, Director of Finange, 
cit = of New ¥ oxlss Feb. LS, 13556 


Chief Deputy 


Deonrces etter from William D. Sacha, 
: creo OS @ Fol i9, 1965. 


Contyoller, City of Los An 





alae! 
Che E> Gaon 


Rapa 


y, ir yi! a ary re AA ma a ok i 
= : _ , a 5 = 
PAS) Sites of GS (Ge 
eg - Cee 
ox: 
=e wie Was 
2 a7 a 
— Fare oo Strs «¢ 7 
Peak Ct uh Ee in - 
an ae oe 1 2 : 
ati > “t 19 ” > : 
DD a py) Q i : : ok a 
a 7 
ie — a m= C ; 
Vas iby 4%. 
ra 7 : 7 
a Ds i P - 
ee * «3 a3 ; 
, 
° = Ae , - : $ 
; 78, : | : 
a 
7 a a 
= a a oe - 
= ve : 
ey 
aa) 7 
te 7 7 . 
. 
~ 
W - 
7 Tid 
, 
bi —_ 
tb a 
7 " ie 
See 
7 = _ 
— ———S— <— — 
, 7 i@ _ ai 
7 Aw. oe s. 4 i aa i a wire... ia abt oes heya a awe 
: ied 7 ed iA we) « 7 
pea ge! Mohit! Mae es - 
- 7" e : 
g ay e. ,Fo) weet — s1. 30 GS ~ —se 
= 
* = 
: . 
¥ > 
+e 7 ss re 





162 


TABLE FETado Combinued 


“sources Letter from Charles be Tarple, Mannger of Rovere, 
City and County ef Denver, Feb. 23, 1965, 


* « indicates year sales tax firet went inte effect. 
*% © gales tax rate increased from 1/2 to 1 per cent, 

This failure of the esles tax to bring shout a reduction in 
the proparty tax rake may have bsen dus ta the fact that 


thare was such a sharp drop in the property ¢ex base ducing 


fhe adoption of the tax by Res Angeles fm 1946 d4da 
help to bring sbowt a reduction in the proyerty tax rates 
The property tax yates fox the threes yanrs after the adoption 


of the tax wave lowar than tha retea of the three yoars 


fn 


previous to the adoreion of the Cake ‘She imerease of the 
tex rate from 1/2 to Lb per cont im 1954, however, did not 
cause another drop im the property rate. 

The City of Denver did experience a drop in ite olty 
and counky property tax rate after it adopted the sales tax 
in 1948, The yates for the threa years alter the tex was 
adopted ware all lewer than the rates ef the thres years 
provicus to the tar. 

fable Eite4, Along with the fact that Rew Orleans 
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property tax rate after ite adoption of the sales tax, doss 
show that, even though the sales tos is usually adopted + 
finance inexeases in expenditures which have already been 
voted on, aml thus to prevent tha property tax rate From 
yising too repidiy, tha sales tas hag resulted in the 
veduction of other taxes. 

Some indlantion of tha effect of the sales tax on 
property taxes is given in the suevey of the proparty tax 
rates of 12 43 cities in 1961, dene by the Tulma Chamber of 
Comierce, The £lvewmajor cities with thealg own sales tax, 
Oakland, San Bilego, Denver, Kew Orleens, end San Francisca, 
had a median effective property tax rate of F21.81 and a 
mean effective vate of $20.54, while the twanty-threa celtics 
Feith neither thelxe own sales nor income tax had q media 


effeoiva race of §22,.42 and a mean aétactive vate of 


626.0569" | 


inistration of tha Sax 


fin aiss of the thirtesn statea in which there pee 





lecal cates texes, the local sales tox is in the form of a 
supplement to tha etata general sales tax, and is colLectat 
by the state. eae staves are: California, TlLinote, 
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other states the local sales tam ia, ag a rule, Locally 
administered, although thera are somo instances in Alabama 
where city sales taxes must be collected by the Stake 


a 


Yepartment of Revenue.” Of the major cities with their 
own Bales tax, New York City, New Orleans, Denvar, and 
Pheenis administer theix own taxes, while Chiceco and the 
major cltles of California hava thelr baxos ehministered by 
tha stata. 

Whether tha tax is edninistered on a stateowlde or 
& local level, the key to the edministration of the tax is 
a goad auditing system. Certain of the cities whose tune is 
ndministered by the state place their cum auditors in the 
steta capital in oxdex to insure that the eltles receive 
thea proper allocation of funds. hos Angeles i6 a case in 
point. The general opinion of the off{iclais ef these major 
cities with the tax ia that the awliting program, whether 
it is atate or looal, is a good ona in that collection 
costs are Guall and the evasion of the tax ts net considered 


to be great. 


Cont of Goverment Administration 
The cest of sdministering the etate sales tex is 


considared to be, on the average, about 1 1/2 par cent of 


ge 
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receipts 9 This would seam to be near the average fleure 
for the administration of the local sales tax, The cast 

ef collecting the state and local sales and usa taxes in 
California during the 1962-63 fiscal year was 1.52 per cent 
of collections, Each ality was cons eae: charged 1.52 por 
cant of revenue returned far administration costs. 4 Of the 
major cities which administers theix own sales tas, only 
Denver has computed the comk of sadministration,. and New York 
has mate an estimate of the cost. Whe other two elties, New 
Orieans and Phoenix, have made no estimates or computations 


of the cost af administering the sales tax, PBanvex has an 


. a 
‘administration cosh equal to 1.28 par cent of reventioe?” 
The cost of adminietering the fifcaon New York Special TAKS » 


of which the sales tax is one, Le sporosimately $8 million 
mmuniiy. Tha evlilecctions of ali of the Spesial Taxes for 
the fiecal year July 1, 19635 to June 30, 1964 was $783 million. 


Tne cost of administration ef these taxas was, therefore, 


‘ a 
Blightiy greater than Ll per cent of revenug, 25 


fhe Extent 2f 1% Of Evasion 
There ie almest comletea ag scoment by eity officista 
with the statemenk that evasion is not wideaprend, Offielals 


of both Los Angeles ond San Tranciesae feel that evasion ie 
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very emell. This feeling ia well founded. In 1955 a 


nudist of 


rT 


& 


california sample audic study disclosed that full a 
all accounts in that state would yield $33 million net 
annually, while the audit program thon in operation was 
yielding $24 million annually. Sinca tetal tex collections 
at the time was- about $380 million, the lose under the 


program in use was about $9 million, ox about 2 1/2 per 


3 


sat 


cent of revenuae 
City officials in Denver also feel that the loss in 
revenue ia very miner. In Each, the only majer eilty which 
Orleans. Although there were no definite figures avalleble 
on this peint, city officlale felt that the loss of revenus 


’ ba 
oy * ays sey, be ™ . Bios a poe Be Me Hoy ko ent Fgh 4 te 
might approximate 16 to 15 per cenk of tax woverue. 9 


The amount: of evasion is conerally very small because 
of Several factors, One is the factory of large seale 


“ 


die I1956'%s almest 


od 


retailing; for example, during the mid 


* 


80 per cont of the tax revenue from the California atate 
sales tax ceme from 10 par cent of tha retailers, (The 
concentration of wetell trade in the majer elties of the 
country ie most likely of the sama degree.) Another factor 


vio Ce 


is the relatively high level of sducation among retallers, 


4S 


rT 


f 


4 
ws é 
. 
o 
. 
1 
—— 


<u 


A> 
ed 





L167 


especially the Larger vatallers. Another is the Limited 
nuwsber of exemptions im moot of the cltiea;s the problema of 
tha rataller and auditor ara minimised if all of the sates 

ef the typical store ara texrable.. Finally, tha fact that 
yvetailera make almost all ef their purchasers from wholesalere 
and menufacturars, rather then from small fairme or craltemen, 


faciiitates the awditors® work of chadhing weon retallers* 
gales sinca they can check tha record of thatir purchases. ?? 
One of the ways in which consumers can aveld the tax 
ie by taking advantages o the provision that sales of articles 
Geliverad outside of tha tax nrea are nok texable. Residents 
o£ the tax area ann have exnensive articles delivered outeide 
the tax aren to tha addresses of erlends oy velatives, and 
this avoid the tax. One estimete claimed that New York City 
may be Loeing as much an $40 million a year im enles tax 
wevenue by thie illegal method.*° whetever the true Ligure, 
4% stenda to reagon that this problem La Greater under a 
iccal sales tax than under a state sales tax, aince dt is 
mora canvemient fox residents of ona comammity to have 


articles delivered to felends residing {n a nelohboring 


eoumnity then dt is for residents of one stata te have 


eats & 2 : itn Pima onan gi sein & oot S ee R xB eehn% 4 on 
articles delivered to frlends residing in a nealiehborina 
~ a a 
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Retailers’ Costs of Administrattor 


SAN TD eR le en ore ioe 





We hava mentioned above that the cost of administering 
the local sales tax is not very high, with the average cout 
being in the vicinity of 1.5 per cant of revenue, It should 
be pointed out that these figures cover onty the cost of 
the government agency which collects the tax from the retaller 
and audite the sales of the retailer, Yhera ia also the 
cost incurred by the retaller in collecting the tax from 
consumars and kacping an account of the tax due to the 
government agency. Although thera are no definite figures 
on the percentade of revenue which this cost represents, many 


of the govexrmuante which Levy the tax allow the ratailera to 





32 Of the revenue as coapensation 


for coliscetion casts, Twentyetwo of the 37 states with state 


Sales taxes allow retailers to retain such compensation. 
These allowancas range from 1 te § per cent of the tax 

care 9 eect on : Raea tans os * . 4 : 
Liability. O£ the major cities with a Local sales tax, 
New Orleans allows a-l pos cant vendor's compensation 42 
tha retailer files hie raport on time, and Denver allows a 
5 par cant compensation. This ia the highest vendor's fea 
percentage of eny city im the country. *4 


LZ there is a state gales tax in cperation, @ Lecal 





Sales tax aduiniatered by the Le 


Ament Means more 
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work for the retailer, since he mater file separate state and 


4, 


Local returns. But, more important, &£ 


* 


the local sales 


6 
pat 
& 
ge 
24 
% 
ws 


base diffara from the atate sales tax base, the work of Che 
retailor is very complicated, On certain articles he musk 
coliect two gales taxes, and on others only ome. And, in 
preparing his returns, the retail ye finds that the figuras. 
for taxable sales for tha local tax are not the same as 
those fox taxable eales fox the state tax, It wad such 
problems as thege which led retallara in California ta 
demand a velox of the old system of a state sales tax and 
& local salea tax of differmrt baces, and to ask for. 
administration of beth taxes by the state end a uniform tas 
base wherever there was a local gales tax, a proposal which 
3 2 4 43 
was eventually adopted, 
The exemption of arkicies dativered ourside of the 


-tex area has created problema for retailers. Demands 


@ 
He 
2 
a 


iglivery increase when the sales tax ls Imposed. Whis is 
because persons whe live outelde the tax area realize that 
having articles delivered is a legitimate meana of avoiding 


the tax. There is Bepaeoncis evidences that thie happenad 


ee 


Ld » ’. £4, 
in California, before the current system was adopted, ~ = asacl 


4S ‘ 5 


is happening in New York City. Other things being equal, 
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the gualler the tax area and the more Gonsaly posulbated the 
SuSwecding aren, the greater ia the problem of lnexeassed 
demands fer delivexy, Thea the es es is greater in a 
major clty in @ metrasoliten axea than it is under a ateta 
sales te, uUslese tha elty io in a atate which has a syste 


similar ta California's, 


She Adwinisteration of tha Use Tay 
We have seem above that certain of thoge govermmanks, 
both state and lecal, which levy a gales tax alse include 
&@ wie tax, a tas om the use of taxable axticles purchased 
ovtslde the boundaries ef the goverment Levylng the tant. 
tha liabliley for payment ie on the puccheser. The bplaaiahs 
ment of thas use tok cess met rely aolaly on selg-reportiag 
by the purchaser. The enfercemsnk isn mada more complete by 
three digferent means of detecting euch purchases: 
| i} Math oxder housea located outeide a elty ex ntats 
which de businesa st wetail with the tasing 
ecmminity must pay to that ehty or abate the tee 
GRkOS Of 212 purchases by the eitisens ef the 
eley oy phates 
2) Purchases of eutembilea from cut of atate venders 


oan ba taxed by withheiding Iicenses until the tax 
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is paid. fecal gove oxmnants ean engerce the tax 
en ausomeblica by aneeres &o intormation on naw 
gucomobile rogisteatLlond. 

3) Purchases Gf taxable goods by business fisme Lecat: 
within the etate or eity, aven Lf not resorted, ara 
fxequentiy Glacseveares when ithe firme’ sceaunta are 

audiced.'® | 

Although there exe these helps to the enforaamont ef 
the tse tax, the inability to audit the heoke of retalless 


ne 


ee on Ss tty ye Se ate a 
locate! outside 
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Pion wv 
ERE @ Wai 
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jaueity @ekea for a Less 
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effielent enforcemen: of tha use tas than of che €ay on 


purchsges made within the community. The use tex, therefors, 


can be enforced effentively Galy acnine: cariain consumsrs 


an businesa flems, while at ia Largely unenforceable egainst 


other consumare ove 


fhe boupciens) Bevesee of che Leen?) Salas Sox 


Lesh metre be Bis etatnrart esac sas bteasty 
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The blegest ebjestioen te, and the most contreversial 
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uation eltuk, munieinal sales taxsaa is (the poaatehat yr 
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that the existence of the sales tas will caugae retailers to 


ehite thoky leoatden ¢ ent Of tha tart aveoa im order to agen 


ox 


the tox. There are two peasible react 
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purpose of escaping the tax. 

| whe Cieat puseible reasen is tha burden on retsatlere 
of collecting the tax revenue esd returning the revenue to 
the government’ agency changed with admind storing the tan. 
We have been sbove that tha pesaibiiity of retadleca! 
relodating outeide of 4 elty becavga of thie burden hag 
boen diminished cansiderabiy in certadn eities by tha 
granting ef e& vendar*s foe. Such compensation te net ellowed 
by every oity, hewever, and, even where Lt fe allowed, it ia 
not always egvecd that the comencation is adequate. 

We have alee coon shove that retadlera im Cald fornia 
cenplaineé vehemently when thay had to collect hoth @ state 
and a local sales tex, each with ite oun tax bage. And, 
more eecently, retastl Rayrcnants igs Sais Peanciace have 
expressed tha feeling that they ghowld be compensated for 
collection ef tha eales tase, ©? ¥Yot, although there have 
been complainta sbaws the probleme and costs of colleating 
the sales tas, thare la ne evidende of any retaiier Loaving 
a laxga elty solely to oseapa the burden of collecting a 
HaLeg taxe 

fhe gsacond possible rengen for retellers ta ehigs 


theis fizus to nonme-tex areas ts the posaibllity thak the 


ce 


a eo S 


‘a jah? 


7 - °F 
ee he 
Race © 
we 
fr A 
i iT 
rs 
f 
pa 
UJ ' 
; 
a 
1 
\ é 
: - 


/ z eo re eo 






ee ae oe ee) . 


4 — eas Tie, : ‘ a 
es yy A . a 


ii See 


> Ge ery Rima es 7 


173 


tax will cause retall buyere to ehiit thely purchasing from 
the ¢au areas to tha non=tax areas in order to escape the 
tex. kt le genoxrally agreed that the imposition of a sales 
tax ces cause coms mhitting in votell purchasing from the 
tax avea to @ monetax area, and thet this ehitting, ox the 
fenling on the part o£ rotailexys vhat this shifting exilets, 
ie a factor in xetedlerat decielens on the lecation of firme. 
But there is Cinagreement over the extents of ehittving by 
purchasers and over the extent to which such shifcing 
influences retailers! location detieiond. Gus dlecussion 
WALL be concermed only with the locaticenal effecta of Local 
gales taxes, not of state sales taxa. 

Zt is correst to aay that, for any gqivan ehiy with 
gales tex, the extent of less of retati businags dua to the 
tex is an imversa fumetion of the peanertion of tha edjoising 


eS 


area which alse has a sales tax, ££ a city le surrounded by 


is 
a 
Dar] 
A 
=I 
o) 
3 
pte 


icles which have @ sales tax identical to that af the 
| elty's, it da more Gifleukt for che cltdsens of the Lazce 
eliy to evade tha tox, and they axe lesa inclined te make 
their purchases outelde the city. EHefore the local sales 
tax hecama a statewide phenemeson im Califernia, there was 


“ P] FE AX , a 4) fin 2 OF pee 7 at & i a oY AS = 8 “ 7 ayn 
évidenes thak eltizens of cities with the gales tax ware 
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waking purchases, espackally expeneive ones, ouseide theirs 
city dn order to escape the tax, and that thie shifting of 
watail purchasing did have an effect on the lecatton of 
ratall etores. The Location of new suburben shopolng ceavbera 
outside the city Limits was particularly encauraged « 
Although it i6 difficult to assasa to what extenc these 
pubusban centers wore due to the elty sales tax and te what 
extent they wore dve to othar fachers, such as the shiée 
o£ population frem alty to subuxhs, i6 was thought et tha 
time that the city sales tox waa a de@inite factor. the 
following ia a quatatzion feo the Galifornia Senate Intexia 


Committes on State end Local Taxation reper 


re 
@ 
Od 
te 
ap 
R22 
pe 
2 


Rrra anets ee camRtre Taye SCN eR NRYE INC omg EEE SO ERY TOY Gon MA IS oop SE 


entitled State and Toonk Sales and Use Tasos in Call fornia 
{r. 34} ® 


ece the comzention that significant diseriminatexy 
eoumetitive ealicnumoants resule from a maltipliciay of 
elty salea taxes cannot ba dianiased summarily. 
Comprechansiva and relgeable stoahisacical evidence 
eoncerning this maktar is noe available, but 

extensive conferences with catailers and represontae 
tives of tha California Retallera Agsoolation have 
provided information which leads te a strong inftoxenss 
‘that these ara siqnifieant comsecitive results, 
Purchagerg at retall augear to ba fay more sensitive 
to a tax differential than macht be thought reasonebia, 
Bod, moreaver, appar to ba far more sensitive to a 
differential of any eine, however small, if ih results 
¢ B. ° 
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the cities of San Kateo County im Caldfornla ware 
hesitant to depesa & Local aules tax with all of the cities 
Of the aiunty did eo, Since the eaunty is camoged of a 
nunber of contiqueus elties, each geared a loas of business 
me the other cities 1£ it ware thea enly city to impose the 
bon 29 

Today in California, over ami shove the state’s 3 per 
cent sales and use tax, there is a local L per cent sales 
and use tex effective in all 88 commties ef Califorsia, the 
procesda ef which axe distrlbmted to all incorporated clties 
and te the counties ef the estate. Tha proceada of the tax 
_ 4s unincorpereted cress go to the counties whexe the tax was 
collected, and the cliies receive tha 1 per cent tax collected 
within theirs houndaries. There {a thus ne conseti.tive 
-@ituation existing new which would causa a business to 
move Gut of one area 60 mnothexs within Caligernla. Retail 
merchants, Majexs cliy officlala, and the heads of Chasbers 
of Comores within the state all think now that the taz 
C2UG6s no Bkalooxtien ef business within the state ond that 
any Loss of business Gutside the atete 1s infinitesimal » 

The dituation im Chicago 4g almost exactly the same 


eo in the major eities of Californie. There is in Tilinoie 
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a otete vetail sales tax of 31/2 per cent. ALL but a hendéud 
of muialpalities end counties have alse adopted a tex of 
1/2 por cent on the same tax base as that of the state gales 
tax, Buginess leaders in Chicaga do not feel that business 
has fied the clty te escape the sales tax since there is 
hardly any place whese {¢ could relocate and not ba subjeat 
to the tax.? 

Uniike Chicesa eid the major cities of California, 
New York City da nelther surrounded ner almost guxrounded 


Bt 


by coummities waleh aise have a seles tax. And ite ssles 
tan rate of 4 por cank feom January 1, 1964 to Auguet t, LOGS 
wae the highest of all lecel government sales texes and wad 
jewex Chan the sales tax rate of only one state, Penneyiy anga?* 
The qieetion of the effects of the eesce wpon Febail purchasing 
and upon the loantion of retadl stores is a hotly debated 
topic today. in LO5?7 Profesgor Yohn ue of the University 
(Of Illinofe reached the conelust tom thet the 1ess ef business 
te oubjwoledd ty retatlera beeauce of the tax, een 3 per cant, 
was nol grente But he aid polnt out that 2% showld net he 
concluded that any mato oiey could enact a sales tax smong 


nonecalea tax neighboring commmities end be sure ef not 


cxperioncing a significant lose of yetall buelness. He 
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thought New York City did not experiance a significant Llosa 
of business because ef the sige and papulatioan of the elty 
itselé, its importance as a shopping canter, and its lecation 
relative to the rest of tha gkateas?? A similar opinion was 
recently offered by the Director of Finance of New York City 
who pointed out that lecation of a business within New York 
City offers many advantages and services which ave not 
available at ether locations, and that the increase in the 
gales tas vate from 3 to 4 pax cent on dune 1, 1964 did not 
See to have a detrimental effect.cn retall business within 
the olty.”” | 

The amount of business Moving out of the city of New 
Ovleans in oxder to escape the lecal sales tax ia ecensidered 
to be negligibic. There are theea basic reazones for thics 
over half of tha elity’s bexrder 4s lakefront, tha State of 
Louisiena hae a 2 per cent sales tax, and Jeffersen County, 
which forme the western and southwastent horder of New 


Crieans, has the same sales tax hase and tax rate as New 


Orleans.” But there have beea complaints £rom retailers 

in the ecuthern part of the city of a loss of busineas to 
a 

out-of-city fixma."? The southern bordar ef the eity of 


New Crleans is feemed by Ste Bernard Pariah and Plaquetines 
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Barish, meither of which hag ite cum sales tax? 
Renver, Like Mow Grleang, is another relatively 
‘fdsolated area. Yet, when the Denver exles tax was firet 
imsesed in 1948, making Denver the only city in Colorado with . 
the tas, voatallers complained that the tax atimulated oute 
efeeLty buying, but these complaints had pretty much clad 
Gown by 1955. Miataay by the City and County of Denver in 
1985 on the effacte cf the tax concludede ‘"Foliowing the 
initial sesction which led many comsumers to engage in & 
apree of outeokeciiy buying, the olguation has apparantly 
gtabilised with a minima ef ouch actioLey. 8 Yet, | 
' Srofegeser Due still thought im 1953 that there ware dislocation 
acfects im euch Fields ag eppliences and furntehings.9? 

| The raha of tas dn Denver wis imavaased im 1963 from 
“| per cent to 2 per cent, which incresse was voted iy thea 
people ef Denver. it in the feeling of the Department of 
Sevenwe of the City and County ef Denver that there have 
been ho detrimertal offecks om buciness investment within 
the clty kecausa of the sales tee“? Sha Denver Chavber of 
Commerca Leela that see Denver reasidente make seme of thels 
purchases outelids of the City of Denver in order to escage 


e:, * gts & ey & ord Egos 932 xt ey eens, mete Spon Peers 
tha tax, but they think thet the practice is very 
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limited. As evidence to support their feeling that retad) 
business within the elty has not bean hurt significantly by 
the tax, they point to the feet thas there has baen a 
: continuing growth of trade of taxable merchandiee within the 
elty, whereas food sales, which are not subject to the tax, 
have inereaged in the outlying areas end decreased elightly 
within the chy. °F 
Wheze a city le velatively isolated from non-tax 

avens ox where the nometax areas of Efex poor shopping 
facilities, the danger of Glelocation caueed by ao city sales 
tax is not great, But whese the clty is enly @ part, ever - 
though a large part, of a single metxopelitan trading and 

. SSGRGMLE disteriek, and when the rest ef this district doas 
fot have a local eales tax, the possibility of a significant 
éisilocation of business due te a city salea tax increases 
greatly. such & sentiment was expreseced im 1962 by Sidney 
Peiesell, Managing Director of the setae Bureau of 
Bunielpal pogearcn: when he wasned agalinsk any independent 
aaiss tax action on the coe ef either Albany, Schanackady, 
or Troy, since these three cities form a eingle matrepolitean 
trading district. Yet, althovch he thought that indepandent 


6 


action could preduce signifleant dislceationa of business, 
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he did think that a joint imposition of a sales tex by tha 


et » a a Sy 
threa eitles waa dasiseble.&4 


g Gales Tax by Income Groups 





The mest widely used objootion against gales texes in 
general is the criticism to the effect that the salas tax 
puts a relativoly heavy burden on these least able te pay, 
the lowes incema groupse This eritician implicitiy assumes 
that the tax on the retailer ia shifted forward to the final 
consumera,. This is an almost universal assumetion, and moot 
ef sales tax legislation has been based on this PYEBLGS> 
fhe tax is eseumed to be distributed in preportioa to cone 
gumotion expenditures as @ result of general commodity 
peice increases. 

As Professor Bue points out, hevever, there are soma 

six agsumptions undex which a uniform rate general salea ¢ax 
om all asles to final consumers will Glotribuce the burden 

im proportion to consumption expandituces, that da, the price 
of each commodity is raised by the gare percentage es the vate 
of tate thease asguestions axes’? 


1) The use ef avarege=ceste pricing methode by retaLlers 


4 


in yveaponse to a general cost imereas@e 
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2) A monetary policy designed to permit attainment 
of the ganerzal philcsephy of sales taxation, that 
is, that the tax be bosne by the consuers. 

3) fhe use Gf the gales tax revenues by tha governnent 
toe aaquive factor units oar commodities. 

4)” given savings-consunption ratio, in monetary 
CQEEBs 

5) Pull employment. 

6) No influence of changes in the general price Level 
en factor prices. 

fo the extent that these assumptions are inva lhe, the 

.peecesa of complete shifting from retaller to consumer is 

hindered, Thea exertion of certain commedities from the 

base of the tax elso slows down the proceas of ghifting the 

tax on other articles since the exemption of some commodities 


from the base of the tax alse slows down the process of 


s 


shifting the taz# em other artieles since the exemption of 
some commodities increasea tha elasticity ef demand for tha 


® 


tevable articled. Bue, in the long rum, the influence of 


8 


exemptions on the shifting process 4s probably not significant 4 
There have bean very few euyplirical studies oa the 


Rte & » , fades oy AD 5 os eee oft <2 > OS 
extent of shifting im vwetail sales taxes, Those which hava 
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been made point out that shitsing 1s incomplete in the early 
years of the taxes, but ie elmost complete thereafter. ‘here 
ig also a correlation between the rate of tax and the speed 
at which shifting cecurs, there being more shifting im tha 
early years of the higher rate sales taxes.65 

If we agrea with the almoge wniversal asewzption thate 
the retail sales tax Le completely, or almost completely, 
ahiftted to the conaumers of the taxed goods, the distributice 
of the tax by income groups can ba measured by studies Gk 
consumer expenditures by income qroups. The following 
studies give the parcentage ef income spent on taxable coods 
by cigferent income groupae 

Tabla IIIS gives the astimated retall sales tax 
payments in Michigan by inceme groups as R percentage ot 


income before income taxes. The table also gives the net 


HG 


burden as a percentage of income after consideration ef th 
fect thet such sales taxes sre deductible on federal incoms 
tax Loxies « the table showa that tha bent, which dees not 
sxenpk food, is regressive throughout the eommlete range ef 
income, whether ox net the federal deductibility of such 
taxes de taken into consideration. 


The estimated gatall tax contributions im 21 Large 





ei¢ies by income class as a parcentage 
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federal income taxes are ten An Sable Iff-G. Fhe 21 
cities are Givided into those which tax food not eaten on the 
preaises where seld, and those which do not. This atudy 
shews that the tax is regressive ehyowshout the whole income 
renge when food is taxable, and that, when food is exempt, 
the tax ig still reqyessive, but not te euch an extent. 
Table Ifze? gives my ews estimates of the burdes of 
a 1S tax on the base of the recentiv-enacted sales tax in | 
Massachuncttea, The major exemptions of the tax ere food, 
clothing, weilities, and pr reeceiptlon medicines, Before the 
federal tex deduchion ef the tax Ja considered, it is. shown 
to be roughly prowortional until the $15,060 income Level 
is reached, at waich point it becomes sharply COYTABSLVO 
When the federal tax deductibility is considered, the tax 
is shown t6 be Slichtly regressive wit4l the $15,000 enoone 
‘Level, and then becomes sharply regressive. . 


it showld be painted out that there are certain 


ce 


Limitations to euch studies of 


n 


onsuner expenditures ny 
incoma class. There is firget of all the limitation of 
consumers’ knowledge of different types of expenditure 


Secondly, consumer expenditures ave influenced by past Levels 


of income and “poctations of Eubure income Levels, as well 


es by present diucome levela. Third ye the £ioures relate 


















ios 1 : ; 7 ee 7 " a ) _ n a => 
7 shu: 18, ue E mil a ty - 7 ‘iil Sart ae? © m «ay & “ sie: 
ai i <a Pe 
curs wl ite suis Bev niger : — Ss 
a v 
- . : : of 2 : 
vison as bivee sat Su - oa oe . Sai oe 7.) a ps 
FM : 4 ri ~ 
ates _ ee Sue C= gat : Sony Oe! 
laa ee ee : _ atin? 
; . 4 ie roi : on = * Pc Slee on 
: 7 7 : 
fi ; iA Bi) g? weten by a a dell? ‘lis stet bats 
7 4 : : rm 
_ ) : 7 ch. De areal D yale 
: ares ayh wnt Gers Se a a 1 seni jane 
: 7 ‘ & é-b 
az we qo?" * {patie ic oh ein i : ea 
* - “as as. a olen 7) om tip ‘ : wags: ie es 7 As 
7 ae ; | 
: ; 
ABS? aa wun, ed} wa +i ; _ ca 
n : _ Pe . sit _ 
pee As i : gina Wis Lie i : _— i = £ a ak a at i ae 
1 ‘ ; ; 4 m ; eo 
: _ a = if a ‘ aus anata ms. ei ae i i wi 7 : Aa. a 
i? re : : J a 1 a -_ 
mere enie cee oT wie crc ae om) CO a, ae a 
~ a ne 7 io 
; aa _ ; - a “4 a - ; 
onahhneeigee Wmente 2) = Oi is tea) a 
7 : ; a \ 
7 = 4 en tiy: 6 Seated): iin ”: 


Hae: 


I GE teri tA Ppet—e 
- 
"ve Az 3 =) a < 
- " ; 7 ’ 
oe 7d i lawm ria fa (AGP ‘ 













SD 


Pipaiarons 


164 


GARLE EXZ«S 


ESTIMATED RSTATL GALES TAR OF 3 Pe 
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TABLE ZLIwG 


ESTEMATED ROTATE SAIZS TAX AS & PERCENTAGE OF 
ZNCQHS IN 31 LARGE CEPIES 
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BURDEN BY INCOME CLASS OF A ly TAX WITH THE PASE GF 
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only to expendituzces on consumption goodes the dlstribution 
of tha burden ef the tax on px roduc sare* goods is not given. 
And again, it is assumed that the exact amount of the tax ig 
shifted to the consumer. But, given these limitations, it 1s 
still true that such studies do give us a general idea of 


the G@istcibution of the sales tax burden by incoma class 6 


the Retell Sales Tox and the Local tneoma Tae Burden Ty 
income Class 


How does the retail sales tax cempare with the local 
inansa tax on the cuestion of aed Gen by income class? . We 
have just geen that the retall sales tax ie regrassiva 
throughout avery incoma clasa when food is taxable, and that 
thea tax is only alighhiy regresalve when food is exenmiad. 
this tax should ba comared with the two major ee of 
Zoonl income tax new In operation in the major elties ef the 
countey, tha flat vate tax on earned income with no allowance 
for pexacnal exemptions, and the Petwelt and New York Chey 
type income tax, a tax on both carnad and investment with a 
personal axamtion of S600. 

fhe distribution ef the burden of a flat rate Income 
tax with no personal exemptions is shown im the following 


table, Tha table ia based om Table 2, Vol. XZ, of the Stucke 
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of Consumer Expenditures, Incomes, and Savinga, published 








in 1957 by the Bureau of Labor Statistics and the Universeiuy 
of Pamnsylvenia. “Tdble 2 of thia study shows that tha 
porcentage of family inceme which ia earned income is lowest 
for those with incomes under $2,006, and highast for these 


with incomes ranging from $2,009 to $10,000.07 
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Tit BURDEN OF A 3.9 PRR CUNT BARNINGS TAX 
BY ZNCOME COAG 
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Ratio of Tax To Ratio of Tax to Average 
Average Incema income Por Pamliy Actes 
income Class Fer vamiiy® Federal tax Deduction® | 
Under $1,000 1.43% 1.22% 
SL, 00092 ,006 2647 2428 
2,000~2, 000 3.29 3017 
3, 0604, 000 3053 . $631 
4A, QO0@5 , GOS 3455 % be a? 
be C006, GGG 3.58 3619 
6, 000-7 , 400 3.59 3.15 
7650010, 000 3 SL 3,05 
Gvexr «10,000 3.09 2.58 
upassoiten roms OLLIE A PR 
SSourcee Ge Alden Sears, “Incidence Profiles of a Real Estate 


kee and Larned Income ai ae Study in the Formal, 

fferential Incidence of Selected Local eae 
cere Wax Journ) ipo 1964), Table ¥, 
Be 347.6 


Beouness U.S. Treasury Departments Internal Revenue 
Service, individual, Income Tax Retuens for LEGS. 
Ci. Table LiteS » 


4 Pa 
7 “a: 1 7 


- 


ad | Pe ete 


a 


= 


i] 
1 
7 * \ om 
macy Mine | eG” 5 


B&? Leah than | 


1 
aed 7 
-e-4... 

oA 


Ray Gat Avex Use 
" " 
ore Pil co) someon 
>: sas Ty sete Oe, 7 vy 
a 
a 
»e 
' 
ecesew « 
we 
SA) “a: 
i 
: 
- ol 
a uv ' 
i ® - 
Les 
B'. of 
o A 7 ss 
7 
a ca 
a i 
- ; 
Z a) 7 ay a ce eel) 
a . : 
ao =) 7 oy iad Kens 
oi Ect’ Eeetee GaSe 
. like? WADA « 
, 
7 gl to Weg it Po a 
oa. Va - — - 
ao >> 


\ 7 : ‘yy, Ph iD | : 7S meni ; 
~ J 


= 4) aa 
= Sal = : 
« 
= mie BS + 4 
7 . 6 s 
, Srice 3) 
ie aarti a 
oe a —_ 
— ene 7 
2 
- 
- - : 
: abe. 
o 
« : 14h ©) 
7 An ae 
= 
_ - ‘ rod ais 6 2 Pa 
ee - = — 













ete * a ee | | 
on ar tay ay ott ep AES ir ; 


7 i 


* oe tay 
’ 0 Gp ey : aw ie ewes uriet 
> nN ; 


toe ie ale 


ce alyives a 23 Oe 

6S, SOO} 
One. =: rie 
aoe , eee | 
7 ood, 0 Oi 
24 ud ea 
fa withh e000 
* ible OGD, » OL OOS 
< fis Cee 


i 
7 ini Ail. Myst ui tra! Sue 
_ ON, 


oa 


— ute 1) Lie rua 2D 
i som ier “Ke 
ie (eames ois 

- 
= 1 dian beaut Se an 
eV ¥ t. ot 


40 


7 we ¢ BI 
ay ivi 
- 


ie 
ue 


4 


ee 


Lao 


fable IL-8 shows that the carsned income tas without 
parsonal exenptions, when tha federal deduction is not 
considered, ls progressive up to the $7,500 income Level, 
ang then becomes reqrensive,©% Thig ig in rather sharp 
contrast to the burden of a sales tox which dees not exempt 
food, which is regressive throughout the whole income range 
(ables IEI<5 and ££2-6). When compared to a wales tase 
which exempts food, the distribution of burden isa shown to 
bs very similar for these with incomes between $3,000 and 
$15,000. the Durden on those earning less ie $3,000 is 
Yasch lower under the income tax, however, and the burden on 
thoge carming more than $15,000 is slightly higher. 

he burden of the £lat rate tax on both earned and 

inveetment income, with a personal exemytion of $600 for the 
taxpayer and exch dependent, is shown in Teble EXT~O, The 
tas 3 is shown to be progressive rear the whele range of 


income, .althoudg m the degree of progressivity above th 


ar) 


R08 income level ig minimized Soe area when the 
Federal deduction is taken into account. 

The Detroltetype income tex, therefore, compares very 
favorably with the retall sales tex when comparisons are 
made between the @istelbutions of the tax burden by inaome 


chase, When food ia ineluded in the tax base, the sshea tax 
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ig regressive threugheut the entire incoma ranga., When food 
is exempted from the base, the saica tax is either slightly 
regressive throughowk the entire income range, or it La 
proportional until a cartain income level is reached, and 

then becomes ragressiva, ‘The Detroit-type income tax, howaver, 


38 A prograssive onae 


FABLE Iites 


BURDEN BY INCOME CLASS OF DEPROED INCOMES Tat 


Effective 





Income, Bake 01% Tas? 

$3,400 0.35% | 0.32% 
5,000 @.60 0.54 
5,600 0.66 0.59 
7,100 0.73 . 0.66 
7,400 0074 0.68 
8,400 0.76 0.63 
9,300 0.80 0.69 
16,506 0.84 Co71L 
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Bsouxces Leonard 5b, Exonder, "“Michigan’s Pirst Local Incomes 
fax," Hational Tas Jo xv Wacenhear 1963} 
Table IT, me 4270 Mere Brondar used 1960 cangus 
data for Detroit for his calculations. 





Psources U.S, Treasury Departmes 


mc. Intexnal Revenue Service, 
individual, Income Gaxt Returne for 1963, C&. 
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a4 pod Family SLe 





The Burden of the Sales Te 
| One of the eviticiens wade of the sales tas is that 
the 2arger feniiy pays a higher eales tax than dessa the 
euaiier family of camparable imeeme, Tha arg saont is made 
that these families which must spemi more dn order ¢o attain 
a given etandard of Laving ond which thug have less texpaying 
ability, the lexssar families, ave acbualiy taxed more than 
the @ualler fomilies of the seme income. Thies quailty of the 
seles tax has been reterxred to an “nexveralty® by Reed Hansen, 


« ; ; ao bak syeurePaoyesd ame fe 
who roached tha coneluseicn £: 







“ Sd dengan cas sea tape ty a 
noumeyr Expanditures, Trcomes . 





Of perversity of a sules tax which 





claiming that Large 
familios poy SO por cant’ more undex taxes where foed 43 
faxed, than does a elagle paxrgen of eomparable ineouae°” 
When food ia executed, however, there Aa stil soma porvare 
eity, but it exists on a far smaller scale, / | 
Ky Gun study of the recentiy-cnnated Massachusetts 
sales tax, which exampte food, clothing, wedlities, and 
prescription medicings, showed thak there is ne "pexversity" 
at @hi in the tax. The larger femily payo Juet about the 
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study was based om the Bureaw of Enbow Statistias sepert Gr 
consumias expenditures ami income im urban placea in the 
northeast 4m 1960 and 1¢¢i. 

Yo the exten: that perverelty exists in the sales tax, 
the tex cameras unfavorably with the local Sneoma tax which 
does nok allow any personal exemetiena, and under which 
fanily sise has ne affect woon tax liebildty. And, oven 2 
there: is no pesversity in a gales tas, the tax would corpara 


unfaverably fra an equity chantpeins with tha Petroltetypa | 


ea by 


2 
+ 


earee 2 sh ek to mt Veads pes @ WereTmesss smecente Y err et gee 
imeoma tax, which, by allewing a personal exemptlen of 3606, 





Ye 


makes allowanca foe the fact thats tha larqer family mast spend 
more to attain a given mtandard of Aaving and sheuld thexsefore 


heva a ewealler tax lieblidey than the smaller faallvy.e 


Suc 





We hava gooa thot the local gales tas has eperdenced 
substanelal avowth eimes the end of World War If, and ie ase 
in operaticn in 13 states, including many of the country’s 
largest cities, the sales taxas ef these large eltles élifer 


with one another on the extent of exer 





tions, tha vate of 
the tex, and the type of administration. 
Certain of these lerca clties are located in states 
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which also have a geneval sales tart. 
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adainister the tax themselves, while others have the state 
adainistar the taxe hie Latter method of collection is 
highly preferred by the retailers, for two reasons, Saparate 
atate and olay adeinistration means that retailers muse Zile 
separate estate and lecal returns. Hore lmeertant, joint 
gominiesteation usually means more wai form by between tha 
bases of tha state ond lecal texes, She cost of govern mente 
adainiezeation ef the tax ecems to aVeuEgS abouts 1.5 pax 
cent of revenia. Ih ie the general, though not univerzal, 
epinien of theaa wae administer thea tax, whether en a state 
or edty level, that the amount of evasion te not great. 
She tax hae bean shown te ba copable of producing 
Gibstantial amauta of reverua, accounelLng for over 20 per 
gent ef total tax xovenve in most ef the large eltles. 
Although Che tax ie usually adop sted In exder to finance 
dneveases tn expendituzes which hove already been decided ort, 
certain majer aitses aid experience a deem in theiys propartcy 
tax rates subsequent to the edoption of the tax. Property 
tax xates in major cities with ths sales tas are lower than 
the vatee of thove major cities which heve neither thede oun 
incema nor their a gales tate 
These cities which ase surcowwed by communi tics 


which ales have a aoles tax have experienced little or ne 
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disiocation of buginess due te tha tax, There has bean 
evidence ef some dlalocation of business, however, from 
eities which are adjacent to commmities which do not heva 
the tax and which effar shopping facilities compareble to 
thoge of the city. Amy shift on the past of consweera te 
outeofecliy buying resulting from the imposition of a ality 
gales tax tende ta subside somewhat after the tax has bean 


im operation for a while. 





Studies have shown that lower Lneoome grouse spend 





te . . tts Bor Gi 2B 7 “2 Ba ey me Nh 2 be, es 
highes percentage of their incomes on tar 


LE the general aeawpeton thet thera is almost complete 
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shifting of the tax from retailer te comemmer ie true, such 
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a tex is hishly reeressive, When food is exeupted fzom the 


tes base, the tax fe elthes slightly rearessive throughout 


® 


| the Whole incase renwa, or Lt ie roughly proportional up to 
a certain vather high dncome level, asd then becomes sharply 
Magresaive, This Giiference of intexpretation sees to be 
caused both by the different exemptions ether than food dn 
the taxes under etudy, and by the different sources used for 


g + oe om, el a 7 gina . , Myre cents Cit als, © 3S Fay ite ls 
adigforent studies. When feod ie included 4n the tase bage, 
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very emaLd families of the eame incoma Level. When food ia 
cxempted, the larger families may ar may not pay a slighsh 


na 


: higher tax than the snelier fauilies, depending on what the 
othar oxeimbions arc. 

fhe flak vate earned income tax Le progressive up to 
the $7,560 income level, and then becomes vagressivas ‘the 
Detroltietype tax, & tex on hoch investment and earned Lneoma, 


with a $600 personal exemption for tha taxpayer acd coach 


dependent, £9 & peograsaive tax. 
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of Columbia is more ie tha forum of a stake govermment than 
4 munioioal govermment, dte sales tox will net be coneidorad 
in thie treatmant of the lecal sales taste 
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is made in a eity ef California other than the customer's 
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26mnid., Ds 110. 

27 rhc. 

28onis argument is aleo discussed in Chapter It. 

2retter from Willem BD. Sachau, Chiet Deputy 
Controller, City of Los Angeles, February 19, 1955. Letter. 
from Charles L. Temple, Manager of Revenue, City and County 


of Denver, February 23, 19636 


Ope titer from Walter I. Kahn, Revenue Collection 
Supervisor, City of New Orleans, Februaxy 19, 1965. 







areca, “Comparative Tax Rates 


Shanice Chamher of Com 
ial Develoument, Vole 134 


of 125 American Cities,” EIndustyial Devele 
(December, 1963), po. 12916, Although there dees not geanm 
to be a significant difference between tha madian rater cf 
the two. groups o£ eltlea, the difference would be greate: 
the cities. with the oniles tax were nee se haavily weighted. 
With California clties. This is a state where both stata 
and lees] expenditures and taxes are high compared to the 
‘yest of the nation. (Advisory Conmigsion on Intergovernmenta 
Relations, Tax OQverloyping in the United States, 1964, Tables 
Ll, 18 and 23). 
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SSoatifornia State Board of Eoualivz 
Report, LOS 1G (Sacramento: California 
Equalization, L 953}, pe 23. 
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3Spve, oo Cl Gite Be 307. 
40ne York Tinos, January 4, 1965, pe 21. 


S“aavisory Commission on Intergevernmental Relations, 
fas GrerLavping jn tho United Stated, 1958, Pe LUG. 


O2e weeag from Walter I. Kehn, November 10, 1964. 
Letter from Charles Temole, November 16, 1964. 


43pu0, Ope Gite, PH. 318320. 


Abo ome wae a time when only seme of the areas of . 
California had a Local sales tax. Noy there is a state 
tax of 3 par cant and a loeal tax ef 1 per cent in effect 
throughout the state. The place of residence of a 

Callfornian is not material now, eines the total tax of 
4 per cent is added to the invelea by the seller. (Letter 
from Prank Levien, Vax Comollance Supervisor, State of 
California, Novesbar 20, 1964.} 
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“Ips, Ope Gite, Pp. 3230-331, New York | 
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*Schamber of Commerce of New Orleans, New ) Orieana Area 
Gas Guida (New Orleangss Chamber of Comnerce of Mew Orleans, 
1963), pe ll. 


5Spua, Ope Chter Po 32be 


Sichanbar of Commarea of New Orleans, New Orleans 
en Tass Guide, BPs ue 








S8quoted in Due, om, Gite, De 327, and note dL. 
S9pue, Gho Cites, Pe 327-6 
GOneveare From Chaxles Temple, Hoverber 16, 1964. 
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General Proverty as ceavensceaiy Ney Yorks SCRGREQTAGY 
Bureau of MonieinaL ‘Research, 1962), poe G10, 





S3pue, ep. cites pe LS. 
C4 rnid., Pe 22. 


GSinsd., De 303, Pe 304 and note Hh. Ce So show, 
‘The Experience of 2000 Retailers Under New York Clty 
Sales Tax," National Tax sheeted m Bulletin, EAT 
(January 1963), D Ppe Be MHL. 


6S5ue, Otro Chon BPPe 26-27 5 


STpureau of Labor Statieaties and Univer ality of 
Pennsylvania, Study. Of Consumer Expenditures, Incomes, and 
Sayings. (Uhiladalpnias University of Pennsylvania, 1955) ¢ 
Vole XI, Pable 2, py. 8-27. 








68ny oun study of the burden by incomes ote a Of such a 


tax manifested the same basic pattern as Baars tet eeudsy » Belore 


the federal tex deduction was considered, tha t 
progressive un to the $7,600 dinecoma Laval, 
wp o the $9,200 ote fave he and 
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CORned R. Hansen, “An Empirical Analysis of the 
Retall Sales Tax with Polley Reccmeandations,” National Sax 
dournal, XV (March, 1962), pre 3x4. 


Wroia., Pe il, end Chart Ve Bre 12. 
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Now that we have become acquainted with ine 


CHAPTER IV 


THE PROBEREY TAM 


@ taxes 


and sales taxes as. they exiat in othar major cities in tha 


country, the question must be eeked, “Ia it advisable that 


Beeston adept either one 


the economia effects 


the answer to chase 


estions mck 


property tex. Fox wa Must Lock &% 


be a lecal income or a local snies 


either ene ware adopted? * 


ics 


of these taxes, end what would be 


Part o£ 


another souree of tax revenuc., Sinem the main source, and 


almost the pradominant source, of tax revenue im Bostasm is 


the property tax, we must consider the income ond salea tanas 


as pogsible alternatives to higher property taxes += as Means 


a 


of redueing property taxes. We must lock at the reverie 


which would be raised under a local incomes or sales tax as 


place of employment, there would ba economic effecta in the 


sensa that there would ba changes im the relative tax burdens 


pee 


h less revenue 


on Gf a local 


location, le 
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arcane tax in Boston had 


7% es f 6 
from the property tax. 
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in the City of Boaton. If, for example, Basten wareto dumose 

an imcome tax which would raise $15 miliion anmnivally and 

lower proparty tex rates to such at stent that 615 mlilden 

leas would be collected feaa the property tax, there would be 

changes in the number ef people paying taxes to Boston end 

changes in the angunts which aitferent texpayere would pey. I¢ 

is neceseexy, therefore, to study the distribution of tha 

burden ef the proserty tax, especinaliy as it existe in Bostens 
The queacioen of the advissbiliny of a new tex in 

Boasen brings te ming anether quality ef tha preparty tas 

which should be considered, the dansitivaty ef the tax basa 

to changes in dnesms, For ove of the main determinants of 

the expenditures, and tharefoxe tha revenue needs, ef a gover 

trent le tne Lavell of personal income of the mexbers of the 

comiunliy which tha gevermment must sexva. Thus, 1€ the main 

sees of tex revenue hae a hace which does rot keep pace 


with changea in dneome, unless a new reyanue source 4s found, 


these will ba constant vpward pressure on the rate of the 


main gourca of tax cevenues Ib is important, therefera, that 


we study the sensitivity of the property tex hase te changes 
in income, that is, ites income elastic 


het usa Bow consider the distr 





the prepesty tax and the incom: elastl 


tax base. 
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The Distribution of the Burden of the Property Tas 
One of the major criticiems of the property tax isa 

that it does not tax people in proportion to theize “ability 

ta pay” taxes. The most widely accepted indices of ability 

to pay ara income end net worth, although some have advocated 

that spendings are thea best measure of tawpaying ebility. 

If the property tax is to be fustified according to the ebiiicye 

toepay principle, ii must be done on the supposition thet net 

worth is the best maneure of ability to pay, fer the promerty 

tax more closely Yeseneles a net woeth tax than le deas an 

income or a spendings tax. wet va then consider how close 

the property tex comes to taxing peopla in proportion ¢o 

their net worth. 


a 


Ona limitation of the property tax as a trua moacure 


of net worth is the fact that it is a tax cnlv on one type 
of asset, real eatate. A simple exnmmle should point onk 
the weaknesa of the property tax, Two individuals hava the 
pane net worth, each with assets of $30,000 and Liabilities 
of $5,000. One of the individuals holds all of his asseta 
in the form of caal estate, while the other holds only half 


of his assets in this form. The former has twice the property 


tax Tdabilit ty as the latter. 
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fhe fact that the pr oper ty tax Giseriminates between 
different types of ansetsa is a regressive feature Of the tak. 
For it has been shown that the percentage of the inereases 
im assets which are in the form of weed estate holdings is 
lewer for the income grouse over $16,000 than it is fer tha 
{noome exvaups under $10,000.% And it hae also been shown 
that, fox those who experience an increase in incema, the 
“pexcentage GE assets which ave in the form of real estate 
holdings ia lower for the income axrcups over $10,000 than it 
is for the incoma groups undex $16,000. The only exceptions 
ara these with incomes under 62, C60, who have a lower. parcantage 
than all income groups.” ‘Xf we assume, therefore, that people 
ulate uesets as their income inereages and that the 
trend Gf personal incoma ia upward, than it follows thag, 
once the $2,000 level of personal dncoma is passed, there 
is an inverse relation between the value of assets which 
people own and the percentadqe of these asaets which ere iz 
the form of real estete. Tt algo fellows that those with 
imecomes of over $10, 006 have a lower percentage of thelr 
assete in tha form of real estate than de those with incomes 


on less th tas $10,000. 


Another deficiLency of the property tax as a measure 


2 


M4 


of net worth is the fact that real estata is usually assessed 
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at & fowar value than its true market value, the most canmuen 
norm for the true value of property. Inequities arise when 
“differant pieces of property within a given taxing district 
are assessed at different percentages of thelr true maxket 
value. This inaquity is all the more sexleus because there 
ie very often a negative correlation between the property 
value and the vatio of assesged value to true market value. 
The 1962 Census of Governments report om Yaxable Property 


Values shows that. there is reuressivity in the asgessnent 





ratiag of nonfarm Single family houses 4a the vast majority 
of the cities and couties in the countey, This can ba sean 
from tha fact that the sales-based averaga assessmank ratio, 
the total assessed value divided by the total mexket valuc of 


ail houses eold during a sixemonth pexiod, is Llewer than the 


aa 
aad 
Fea 


umveighted Maan assessment ratic, the average ratio of all 
houses sold. ‘The higher priced houses have more welcht in 
the sales<based average assessment ratio than in the 
umveighted mean agsanament ratio, and the fact that the 
formay ratio is lower than the lattes shows that the higher 
priced houses are accessed nt a lewer vatlo of true market 


3 : 
value.” ‘The sales-baused average assesament ratio in Boston 


wes 34.6 pez cent in 196L, and the unwelghted mean assesstent 
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ratio was 39.4 per cent 

| The net result of thase two deficiencies ef tha 
property tax, its discrinination betwaan differant types of 
net worth, and its regressive pattern of underasscaszene, Le 
that the property tax does not tax people in promartion to 
their net worth, Nox doss it tax people in proportion te 
their incomes. Most studies show thet thera is a neg gative 
correlation between the level. of famdiy income and the 
percentage of income used in paying property taxes, leonard 
Bronder has shown that the property tas in Detroit is a 
highly regressive tex.” Ge Rostwold found that, in Los 
Angeles, despite the fact that higher valued houses were not 
assessed at relatively lower rates then less expensive homes, 


{the sales-based averaga assesement vatlo and the wovtelghted 


naan agsesemant xatio are 20.2 and 20.3 par cant, respactive aly) © 


a 


there was a strong nevative correlation between the amount 


of incoma end the Bee eaute age Of income aeing to property 


ex payaente. ! The Zanily with en annual income of $3,680 


allocated 6.95 per cent of ite incema toe property tax paymenta 


in 1959, and the corresponding parcentaga for families with 


an annual incoma of $17,060 was 2.86 pear cent. 





The buxden by Income clase 


tax in 1963 is eatimeated im Appendix 8. The resulta of the 
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study are shown in Table IV-l below.e 


TABI Lied 


BURDEN BY INCOMES CLASS OF REAL ESTATS SAK 
IN BCSTONs 1963 


Property Tax ag Tax AG a Percentage 
Income & Percentage of o£ Income Alter 
Before Taxes __Encomett Federal, Tax Deduction’ 


6 1,600 9.1% 9.1% 
2,600 7.7 706 
3,800 ere | Bel 
5,000 5.5 Bet 
6,200 _ 6.7 6.0 
7,600 Tae 602 
5,800 wy 6.0 
13,800 7.0 5.0 


27,406 6.0 ae 4.0 
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£5 shown to be sharply regressive from the $1,600 to the 
63,800 income Level, then becomes progressive up to the 
$7,600 income level, becomes proportional, and then becomes 
regressive bevond the $9,800 imeore Level. Overall the tax 
is slightly reqressive, though not as peeracdive as the 
general, sales tame 

The fact that tha property tax is a reqreasive tax 
would be an arguient im favor of the adoption of a revenue 
source to Lighten the burden of the property tax, Lf that 
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Phe Income Plnetielty of the Property Tax Basa 

The startling increases dm local government expand tures 
sinee 1946 end the prospects that sch znareases will continue 
ta cecur have raised the question im tha minds of many of 
whether or not the maim source of Local government revanue, 
the property tax base, can keep pace with such increases. 
Since local government expenditures have been rising at Least 
as fast as hea the level ef incomes, there ie concern Lest 
the property tax base, 1f 44 does not keep pace with income, 
be taxed at continuously incveasing rates. 

There hes been a good deal written recently about 


4, 


Ary coscha ts * cat way eger bn ep Baar is yy mm gg a oa M . ($n 
whether or nok the property tax base has been keeping pace 





an ie ah i 
mm 


eu basi: Shas: 


BAS OW) Se 
ao eit. 


ecarerh sumrish bea, ee EP ee 


ae 7 2:12, iLa aye att tea ? oniae ont aut 


Shite eda: 


xoe qm) pees Bet a 


? =<_29 tee a Re: a 1 rat or maa! lai eh -jennade meee ; 7 
. ; 7 _ ; 
iy) " 


Pita ees ee Ole Ie 


ered 


> _ = 
‘ie TCS 


oe IO \ouelesppret iad Sa ys Ree eu eet ee 
1 a 7 ’ : : 7 a 
Bh is Se = ie Pe Sop su! Be eee Mes 4 22f ress 
ae - ‘ ud 
_ 
Sah baees | BT? cites gre Gash stoosyemiag nui. fess taby a 


a thos se Bay a a) 
7 
: tery La a Daas - ¢ a 


1 1 


fie. ered. Fan, © ae 


ee 


vt 
i 
ioe, ia, tga 


Pa) bis fh 7 41: rie ire 


act 7 nine 


| To 7 % ss Sui. Sit 


‘ ea) oe i's 


a ee 
“HY, ePrints io 


wince oe wily atts 3 


AS \ satel Gan ral b+, Joi TeeTRy 5 a 


a © Vices = a! aon 19°% Btn ws 


mL 4) Dina “<p 4 





ies 


a aie. Per oa pos Fi ut fra 












ae 


vat (Tne sy enoatt 


fe doe 


ce 


ite om). devigeh mat ‘aia 


ie 2 ingiall : 


* vrs weer 


. 


ey sas! ry ie: i 
srt eit | 


ec 


af Satre! agate meta ay 


at sees 


ee 


Seu 


1, ath, SR magaet toon evil oii 


StTh 


emi sap ow vsti 


=o 


2 + Senko soatih inaiek ta 4 “e 


a9 a ee 


: i 


Pa 7 
ies ‘mind we 
; 


- wet foe pitsini _wfrocgeh Skyy dies 


a 


SO ere 


WT Decay 


=a ‘ ics 
i SOT Wyatt trey” tpaied .o th cael ae 
% 
a ‘ 
° a 
: 
7 i 
t i 
i 
1 oe 
_ 


ae 2 a: a Tsacl want wait 4 


iD 





-¢ 


= a 
> De = 
; - ot 
«@ 4 
" ; 7 i 





216 


with changes in income, ox “wheather tha incomes elasticity of 
the property tax base is greater or less than ones? The 
general opinion of these studies is that, on a nationwide 
Level, tha property tax bese has heen keeping pace with the 
increases in income eince the late 1940's. In a 1956 article 
in the American Bcoonomica Review Fapers and Procesdinas Dick 


Netzex estimated the income elasticity of the tarket alia 


Wag around unity, and 


g 


mity for the 1 S60 's6 





the Levels of the market value of taxable property among the 
different atates im 1658. Using the equation Y = ax, WROLE 
X equalled the state's personal Income in 1958 and ¥ the 
market value of taxable property iaenen atate, he found that 
the value of "bh" was approximataly unity for all real property 
and-for the maiox typas of preperty with the exception of 
farm property, which has a low income elasticity. 1° Benjamin 
Bridges has made a study of the income elastiaity of the 
proparty tax base from 1956 to L961. The study is based on 
the two U.S. Buxeay of the Censua publications, Taxable 


Property Values, published in 1957 and 1962. He found thak 


the GNP elasticity of the mea ket value Of assessed real 





4 


a 


fom 





2il 


property from 1956 to 1961 was le g.th Bridges elec measured 
the income clasticity of the property tax base for different 
periods of time. These studies were based on Raymond 
Goldsmith's study on savings, which includes data on veal 
and personal property from 1696 to 1958, and Mabel Newcomer's 
Dretala on the property tax base, which includes data on 

real anc personal property for selected years Exom LOOL ta 
4947.24 Using these studies, Bridges found the following 


PAaBULEB. 


TABLE LV~2 
GNP ELASTICLTIZS OF THE MARKET VALUE OF THE 
PROPERTY GAX BASE AND LTS COMPONEWES 
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Real 
Esriod Property, Eersonal Broporty. ALL Propessy. 


189961929 0.9 0.9 0.9 
492991943 007 0.9 ed uz 
1948-1987 1.0 Let 1.0 
1899-1957 0.8 0.9 Cer 0.9 
LO40~1953 O68 1.0 0.9 
195361957 1.4 : Led 1.4 
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Table IVe=-2 see that the property tax base had a GNP 
elasticity of wiity from 1948 to 1957, with an elasticity 
greater than unity from 1953 to 1957. And, when Bridges 
adds these figures to his finding that the GNP elasticity of 
the market value of taxable real property from 1956 to 1961 
was 1.6, he reaches the conclusion that the market value 
elasticity of the property tax base since the end of World 
War It has been greater than or equal to unity, and foresees 
no change in this trend in the near future. 13 
| Up to this point, we have seen no reason why local 
government officials should be concerned lest the property 
tax base be unable to keep pace with increases in income and 
thus be subject to ever increasing rates. But let us examine 
some Cf the possible objections ts this conclusion. 

The first possible objection concerns the length of 
time which was considered above in calculating the income 
elasticity of the property tax base. Although it is txrve 
that the elasticity since the late 1940's has been greater 
than or equal to unity, and although it seems reasonably 
pectin that the income elasticity will not fall below unity 
in the near future, the outlook for a longer period of time 


may not be so high. A glance at Table IV-2 reveals that 
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thea murket value elastleity ef the property tax base from 
4899 to 1957, the longest pericd in the teble, wae leas than 
unity, 0.98 And, alvhougi Hetaer dtd precict ¢hat the income - 
elastieity of the property tas bsee durlag the 1960's would 
not be lesa then umity, he did stake.that, im the long rum, 
the elasticity of property tax revenue is probably leas than 
i because of the declining K/O vatio as the Level ef output 


inereases, end that, because ef this, the imceme clactioity 
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thea market value elasticity of tha peaperty tax base fram 
1939 to 1957, thea lemaest period in the table, was leas than 
madty, 0.9. And, although Netser did predict that tha income 
elasticity ef the preserty tax bese during the 1966's would 
not ba Lesa than wadey, he did state. that, in the Lovey Eun, 
the elasticity ef peoparty tax revenue ic probably less than 
i hacause of the declining R/O ratio as the level of ouput 
ineveases, and thet, beenusea of this, the income 29 Glasticity 
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ef property taxes should be lewer thaa thet of sale ¢ tastes eh” 
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4ts property tax base from 1046 to 1963, If per capita 
porsonal ineoma in Bosten increasas by 3 per cent each yaar, 
and population deelines nr 1.5 pax cent each yenr, (the 
annual sate of decline from 1950 to 1964), Boston will hava 
to dnerenge the masket value of Zia tas hase by wore thar 
$37 miliion a yaar £2 ite preperty tax hes 36 46 to exhibi¢ an 
income elasticity of unity. Sines the leval ef expenditures 
has been inereasing even faster than the Level ef inceama in 


Basten, and shows extremely etrveng elene of Lmorcasing a& 
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Zivat year sinca 1943 thak Beaten has experienced an Increase 
in the market value of les tex hase ef at Lenst $37 million. 
| There la rencen ¢o believe thet 1965 1s the beginning ef a 
jong period of subatantial inergacas im the tax baee, bit 
4% 49 still an open question. This question $a discussed in 
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prograssive tax iu onder te alleviate the burden of the 
property tax. And, though the proparty tax base im the 
nation ag a whole hus bsen senaltive to changes in income 
nei wil peebebly cemain co {mn the neay future, the property 
tax base im Bosten has mot kept pace with changes im income 
in the past, and thera is some dewht that it will keep pace 
in the future. Ef it fails to keep pace, such extremes 
relionce as now exicte on the property tax as a source of 
tex revenue would he wdesieeble and would provide an 
nrquineat in Eever of tha acdeption of enethar souree of tax 
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COAPEER V 


SOME STUDEES ON GER HCONCGHZG EFFECTS OF 
Gos AND PROPREGY TAXES 
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Before we discuss the possible eecackle efteatea of a 
local inceme or a Local sales tax in Boston, Lt would be 
helpful to make a sucvey of these studies which have been 
made of those ecemomile effects ef taxos waich will concern . 
us in our discussion. Such atwiles ave thoas dealing with 
ha effects of inceme taxes on the supply ef work end on 
vesidentiel Location. Amd, since the imposition ef a Lecal 
incems cv sales tex could help to keap dawn Boston's property 
tas cate, studies on the effects ef state and local taxes, 
both income and property, om business Location shovid he 
examined. Lot us consider, therefore, those atudies which 
have been mode on the effect of taxes of business location, 


work effort, end residentlal leeation. 


State pnd Local, Taxes andl Bustnesa Logatioa | 

An exeine tw on conshructica, the property tex, whether 
if, Boston ox any other community, tends to have a desressing 
effect upon the level. of dmvestment in construction. For 


Ba ety Stee 


the tax Lowera the meh vate ef return on congtruction, and 
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some investment funds which would otherwise go into conatruction 
ava diverted to other channels of investment, 

Besides the effeet which the property tax has on ¢he 
Level, of construction, these cau be casas whera different 
Lavels of tuned, including propesty tases, im different 


ey 


communities can affect the Location of business investment. 
Let ue leck at theses studies waich have dealt with the effact 
of state and lecal taxes, eapsalaliy property taxea, on the 
locatien of business investment. 


oy ke = 
oe 


2 8 on pa 8 gs 5 uate ac eo aeons Soe eee ee Se ng Oe 
The effects of tax divierentials om the locakicon o 


eS 


buainess has been, and still ds, ona of the Rost controveraLal 
d4esues in the field of state and Local finence.* Various 
studies have been made of tha effect of state and lecal taxes 
on location dacietons of businesa, Tha concluaione ef the 
various stwlles are noe entirely unigora. ot ae 

Those whe axe not convinesd that state and locsl taxes. 
are a significant factor im lecaticn Cacisions argue that 
higher state and Local taxes usually mean better pubiie 
Bervices, thua helping to keep down business costs, and that 
state and lecal tax costes usually. constitute a small porcentera 
of total bueiness expenses o* 


: : im wiles, strove d lame On we Si he = ai peed Sea ee < 
Among thoge whe consider etnata end Local taxes to 


exexeiae considerable influence on business lecation doaieious 
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area as stata aad Loe, government officlals, Por certain 
state and Leeal governments have introduced tax concagalona 
to industries Locating or expanding within their juriediction. 
Many of the Southerm estates have engaged im this and ether 
typea of promotional technicues eines the end of World War 22, 
an extensive investigation ef the sEenke of these tachsiguas, 
peestat iy the tachnique of inducislal preperty tax concessians, 
was made im 14 Soxrthern states from ROaG $6 29580. The 
fnvestigation revealed only a few isolated instances where 


the tex concessions had om 2 on tha region's 





industrial, expannion.? 

A eimilag study was made of Lowleiona’s property tex 
concesaion. This concession Gow the form of @ tenyaarx 
exemption on buildings and machinery of new industries and 
om expaneions of @xieting industries. Yhe peried covered 
an he ouncly venged from Dacerhar, 1946 to fune, 1050. Of 
the $255 million of new investment in the state Guring this 
poriod, only $25 milion was considered to be due te the tax 
concesiion, The total cost of the exemption to tha State of 
Louisiana Curing this eame pericd was over $51 mil iLon, OR 
more than double the emount of investweng caused by the 


exer pede On. The study concluded 
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device for inducing new industrial expansion produced only 
Meagar xasgults in Louisiana and that the coet of thie type 
Of progvam in terina Of Lost revenus ia out of proportion to 
dts achievements” 
Another type of study involves a statietiaal comparison 
of the relative rates of growth of business investment in 
various states and the relative tax burdane of the states. 
Ome such study was a simple correlation between growth in 
ianufacturing exployment and capital outlaya ef manufacturers 
with per capita state and Local tex collections, and growth 
@E such tance in the period 1989-21953 end foe 1049 to 1953. 
There wore ne clenifioant correlations. In face the high 
tax states showed e slightiy higher rate of expansion Of 
Manwugactuxring. The study faLled to whow that high taxas had 
webarded the oxeavth of the states with the hich taxes. 
another correlation enalyeais was wade of businags 
tuxves in different ghates and employment growsh of 29 
manufacturing industries within the states involved. Beye 
again these was no stoenifiesnt corxelation found, High taxes 
on businesa did not produce the economle desline which 
‘Opponents of hich state texes on business say is inevitable 


with hich tases.” 
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One Limitation of these correlation analyses da tha 
fact that the studies did not eliminate from consideration 
those companies which have a very Limniced choles of location 
Such companies are those which ars either research oriented 
Ov Barket oriented. ax considerations could be of major 
importance to s certain number of firms kerk, becsusa they 

are include? with research orlentad and market orlented fiseme, 
no gienificant carrelation between taxed and investment would 
odour, If this were the case, evidence of lt would appear 

in the studies hased on interviews with executives of business 
firms on the lmeortence ef tax coneiderations im Loostion 

| decietons. 

Such inkervicws as have been made have revealed that, 
for noma firma, taxca are a major eonsianeatacn iu Location 
ducieiong, even though they are nat a siqnifieant factor fou 
the majority of flume, The results of one series of intexviews 


were published in 


ake ty 


Week Report in 195@, Inquivies 





ware nade of & sizable number of busimess fixme shout the 
factors which Lnfluenced their buginees dealeions. Ssaven 
hundred end forty-seven firme ancwored the ingulctles. Of 
thease, 5 per cent mentioned taxation as a Emctor influanciag 


lecation deaisions, and some of theca 5 mar cent referred 
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only to property taxes as a factor influencing the selechion 
of s particular site, once the gqenaral area had beam chocen 
on the basis of other factora.! 
Similar inquiries ware made in 2950 of Michioqan fiema 
by the Survay Research Center of tha University of Michigauirs 
Of these firms which Listed the faetors Which influenced theix 
location decisions, @ per cant marbloned taxes as an unfavorable 


Location facto ee 


kee 


fwo other surveys are reported by Alan Campbelh in 

he 1958 Metional Sax Journal. Ona survey dealt with 
manufacturing flmms which had moved out of New York City 
during the period 194791995, When asked why they had left, 
the most important ‘Yeason giveth Was Gpace conaiderationg. 
faxes were called o “primary" reason by 14 per cent of the 
respondents and 9 “secendary" reason hy 25 per os atte” 

~The othe survey reported by Campbell consisted of 
inquirics made toe New Jersey menizacburing firme which ware 
consider ire relocating Space considerations again prae 
Goninated ovey the other factors, but lecal taxea muda ww 
16 per cont of all the reagone given. ©? 


The study which parhape chould intereet us most La the 


ore done for the Federal Reserve Bank of Boston in 1959, 
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The study is important because it tried to assess the tinportance 
of state and local taxes in Massachusetts in business location 
decisions. Questionnaires were sent to several hundred 
Massachusetts manufacturers. All of the questions concerned 
local taxes only, except the final question, which inquired 
whether state or local taxes “had ever influenced your 
decision as to whether to build a new plant or to improve 
your present property? "tt 

Of the 162 firms which answered the questions on local 
taxes, 26, or 16 per cent, said that local taxes had definitely 
influenced theix decisions, Of the 173 firms which answered — 
the question on state taxes, 33, or 19 per cent, replied 
that state taxes had dafinitely influenced their location 


decisions. And not all of the others sald taxes had not 


influenced their decigions. Some thirty of them said that 
their future decisions would be influenced by local taxes, 
and 49 said the same for state taxes, This is significant 
since there was no mention in the questionnaire of possible 
tax influences on future location decisions. Here are the 
statements of two of the firms on the influence of taxes on 
future locational decisions. 

"We would not expand in Massachusetts or Bostone We 


have been negotiating for out of state expansion." 
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"Sf we ware to exbark on a major expansion program wa 
would seek other than a Massachusetts locatian, “ 

The remarks of some other firms on the effect of taxes 
on past decisions are also worth quoting. 

"In 1955, while lecking for a location to huild a new 


plant, consideration waa not given to the City of Boston 


oe 
wa 


because high agsesements on industrial properties plus an 
evereinereasing tas rate would have made our tax rate 
unbearable." 

“tmproved existing property in 1954 because we felt 
taxes on complete new plant would be prohibitive in Boston. "24 

It is worth noting that Reston's property taxes were 
singled out by several businessmen an having a deterring 
infleence on business investment. ‘The same was true of firms 
lecated outside the New England area. Interviewees in cities 
outside New England were familiar with both the Maseachusetts | 
corporation tax and the hiqn Boston property tax. The 
interviewer concluded from his study that some firme eliminate 
certain eitics, including Bosten, and some atates including 
Massachusetts, from conaideration immediately hecause they 
were sure that the state and/or local taxes were hich 


B a 
relative to other areas. = 
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The theory that a city or a stata can be eliminated 
from consideration simply because of its reputation aa a 
high tax area is proposed in aeuaied other than che one hy 
Strasma for the Fedaral Reserve Bank of Boston. John Due 
reports that factory Locating agencies claim that some firms 
tell them not even to consider certain states in locking for 
possible sites.t> Maurice Fulton, an cffielal of the Foantus 
Factory Locating Services, and one who has been deseribed as 
one who “has had perhaps ae much contact with actual location 
decisicns as anyone in the United states,"*5 coneluded from 
a etudy of location decisions that “state taxaa are not as 
important in the location process as many other measures, " 
and that "vary few, Lf any leeation decisions are based 
wholly on tax rensons." Nevertheless, he did say that "many 
firms categorically reject Michigan from preliminary con= 
sideration because of an unsatisfactory imaga, one strengthened 
by the realization that taxea on businesses are hicher then 
those across the state Line.0*7 

Those states which, as of 1952, had an unfavorable 
image in the eyes of the business comeunlty were Mascachusates, 
Pennsylvania, Michigan and Wisconsin. This image is drawn 
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from many factors: the extent of unionization and atate 
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policy towards unions and management, financLeal yvesponsibllity 
of the state, and the tax level and strucutre. The types of 
tax as well as the level of taxation is important in the ayes 
of the business conmauntty 28 Some firms rank the states by 
the parcentage of total state taxes which corporations must 
pay .*9 The percentage in Massachusetts was above the 

national average in 1962.29 Businessmen generally consider 

a sales tax as an indication of a gecd business climate, and 


thea passage Gf such a tax may improve a state or clty’s remirtked 


2h 


industrial climate.” 
One startling example of the effeor of local property — 
taxation is the case of the Prudential Center in Boston. 
The directors of the oe Insurance Company claimed 
that they wanted to locate thelr proposed $100 million 
Prudential Center in Boston, but that the 10 per cent 
effective property tax rate for commercial budidings in 
Boston would make this impossible. They expected a rate of 
gross return of 16 per cent from the Center. This would have 
covered only the property tas, and there would hava been 
nothing left-over for net yleld and depreciation. Roth eity 
and company agreed that some 7 per cent should be available 


for yield and depreciation, with 3 per cent gcing ¢o Bosten 
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in taxes, The “proportional return principle" was adopted. 
meededing to this principle, the commsny is to pay to the 
City ef Boston 20 per cent of grogs ineome of the project 
(quarantesd to be at least $3 million Rusty aftter the 

final completion staga). This case, which has been called 
"paxhaps the best illustration in the country of the impediment 
of new development by high rates of property taxatdon,”@2 ds 
one of several arrangements which have keen made in Boston 
whereby new etxuctures have been taxnd on the proportional 
basis, an@ not according to the real eatate tax which most 
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Conclusion 

Our survey Of the studies on taxes and business 
Location decisions has found ne correlation between Low 
business texas and high industrial growth. Nor do taxes 
play any vole in the location decision process for the 
majority of business firms. There are, hovever, a cortain 
numbar of firma fax nich taxes play soma role in the 
locatien precess, Gne survey of business firms showsd thas 
taxes influenced the seleatian prowoss of 5 per cent of the 


firms responding. Another survey reported the sams for 9 


per cent o£ the firms, A thixd showed that 39 per cant of 
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the manufacturing firnts which left a matropolitan area Were 
influenced te soma degree by taxes to do so. The study 
sponsored by the Pederal Reserve Bank of Boston reported 
that 16 poy cent of tha firms responding stated that local 
taxes influences their Location decisions, and that 19 per 
cent said the sane for state taxes, High corporation incoma 
taxes seem to eliminate autematically seme states from sexious 
consideration by some firms, and high property taxes seem to 
Go the sane for certain metropolitan areas. Both Massachusates, 
with a high carpoxratea Income tax, and Boston, with a high 
property tex, wore eliminated from serious consideration hy 
certain firma for such reaseng. 

One striking example of the effect of the property 
tax vate in Boston on business Jonaeion te the casa of tha 
Prudential Centar, whera the City,of Boston had to substitute 
another form of tax for the property tax hefore the directers 


of the Prudential Insmrance Company would give appreval to 


Plans for construction of tha cantex within the City of Boston. 


= eter 


Corporate Income Taxes ond Business Location Deeistons.: 
Many of the studies en taxes and Lecation dacisions 
to which we have referred above havea included the question ef 


coxporation ineeme taxes and loosatien decisions. It is not 
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nacessary to review these studies and thelr conclusions 

again. The only point which should ba added here is tha 

fact that businesamen particularly dislike the corporate 4ncome 
tax. They would such prefer to have the same atiount of money 
collested from a sales tax.2* fhay also prafer paying a 
certain amount of taxes in the form of veal estate taxes 

rather than in corporate income taxes. The reason for this 
seems to be that businesemen feel that they are all alone in 
trying to forestall increases in eoxrpe vate income taxes, 
whereas there are other groups im.the cosmmity besides 


themselves which would fight an inevesase in real estate faced #9 


Personal Income Taxes and the Supply of Betoast 
The porgonal 4 me tas, as wall as the property end 
corporate incase taxes, CAR produce economic effects, though 
hot necessarily of the same type as the other two taxes. 
The two types ef possibla effects of the personal income tax 
are effects on the supply of effort and on the choice of 
residential Location. Let us first review the etudles which 
nave heen mada of the effects of personal income taxes oa 
individual effort. 
.@. & Break mede an extensive survey of self-employed 


people in Grest Britain asking them whether Lncome taxation 


' 
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provided an incentive or a disincentive to work. The most 
frequent response wee that income taxation forced a poate 
ponement of thely planned Pati venene. The tax provided an 
ingantive to work longer for thesa people, There were soma 
for whom the income tax offered a disincentive to work. These 
were fox the most part those in the high income brackets and 
those who recelved a considerable percentage of their total 
income from property income. The author of the study drew 
the conclusion that, since income tax rates in Great Britain 
were higher than A the United States, and since Grert 
Britain tax vates did not decrease to any extent tha total 
supply of effort, the incoma tax rates in the United Statea 
eould be incraased without lowering the aggregate supaly of 
Labor 2° 
Business executives in New York, Cleveland, Chieago, 
St. Lowls, and Boston and other New Bngland clties have been © 
interviewed as to the effect of taxcs on their own effort. 
Though the feeling that taxes were too high was widespread, 
the vast majority stated that taxes had very Little effect 
on theix efferte A eral minority stated that taxes forced 


them to work harder, while another small minority claimed 


that the taxes induced them te relax their efforts somewhate 
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This relaxation of effert was mostly im the form of turning 
dew: prometiones im thele cum compentes or advantegcous | 
effers from other comeanies, eines the increased net dneona 
did not equal the increased muds? 

faa conclusion of these studies that the income tax 
has noe slenigieant overall influence on work effert La most 
likely due to the fact that the pexeonal dncome tax tends to 
get vo two oppesing influences on gach worker, though the 
importance of these infivences difdera between workers. ‘These 
two inginences tend to neutralize each ether, The fleet 
infiuenca 45 called tha “Ancoms effecte" ‘The tax makes the 
taxpayer poorer then ha would he without the tes. Thisa mikes 
2% harder for the taxgayver te cbtain these notes whniech he 
desires, Thera is an incentive to works hesder. It ia this 
influence which moved cectaim people te say that the caly 
 @ffect the inceme tax hed dn theiz cacee was that 1t yowtponad «. ”. 
theis planned ratirenaat. 

fhe secand effeok 4a called the “substitution effect." 
She waskee, im coneideging whether or not to wosk @ Little 
more, ia imfluencad by twe oppesing desires, tha dasire for 
move monay asd the desire for more Leisure. Now, when ao tax 
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£8 put on his income, he is indueed ta evbetituse seme Le 
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aneunt of money waich he would receive for his work is 
Giminished, and the alternative of more leleura becomes mora 
appealing, and that of more work Less appealing. Employees 
can express theis dasira for more leisure by ebsantecisa, 
while the selfe-aexplevad can expresa their desire for mora 


leisuxe by simely working lease 


The gtudiea have shown the¢, im soma canes, inavolwing 


‘painiv these in the hicher inceme cleeses, the substitetion 


re 


Pat. 


effect prevaila evar the incoma effeet and thera ds some 


& ~ a 
Ce ebies 


2 ead onaade f ox  cuayondy Sey pita te: ae ty he Hy dene tity SE EE omy Oh gle SS 
Gisinution ef work. En othexs cases, the incate «feat seems 








to prevali ever the substitution effeck, and tha net effect 
o£ the tex is an imeccase im work effert. Bus, in the vast 
majority ef cases, noliner one of these two influences or 
"effeanta" prevails ever the other, so that the porsonsl 
incomes tat has no siqnifdwant effect weon the esqregatea 

' gupoly of lahore 

Before we Lesve the question of the imeome tax and 


oa 


the supply ef effort, the question should he ratiseds “How 
signigicans are these studies for the question ef the 

poesible effeata of & Local imcome tas in Beston?" Por it 
can be argued thet the income effeck of a lecal incems tas 
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om residents of Sestonm could, under certein cirmmstancem, 
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be less, por dollar of tax sevens, than that of the tvec of 
tax considered in these studless. And, more important, at 
“Least from the viewpoint ef the noneresident, under a hecal 
incoma tax, workers would not necassarLiy be Limited to thea 
cholea of Less work as the only mesns of evoiding the tax, 

as was virtually the case im the studies, Let ua fieet conalder 
the arguments with respect to the reaident, and then the 
argumenta with respneh to non-residents. 

Lf the svevenues from a ioesl income tax are used aa a 
eubebitute for revenues fxom soma alternative tax, then the 
income effect and the substitution effect shevid be either 
@liminated er lessened for each wesident of Boston, desomding 
wpon the ineidence of the Inceme tax and the alternative tax 
om each taxpayer. If, for exemple, the income tax revenucs 
were to be ucged ag an alternative to higher property taxac, 
residents who are cumers ef property within the cloy would 
be paying lower preperty taxes, and realdents whe rent property 
within the elty would ka paying lower rents. This woule 
elther eliminate cz lessen beth the income effect and the 
substitution effect between work and leisure for each realdent, 


since the lower property toxes ox gents would tend to offcat 
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the lower net imemse coming from work (lessening 
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effect), and tha lower cost of housing sezvices would tend 
to inoxease the real value of money incowa received (QKeesening 
of avbsatituelon effect). | 

But, 1¢ the revenues from a local income tax were 
net used to reduca property taxes, but rather to imoraage 
governmental services, then Le could be argued that the 
dneeme effeet of a local dncome tax in Beston would be leas, 
per dollar ef ae yeyenta, chan in the cases considered by 
these studies mentioned above. since the intervlawaes of 


fe o 
x 


thees studies, when aeked sbout imeocme taxes, had in mind 
predominantly felleral imcome taxes, the studies Lese seme of 
theiy slenliieanas when epplied to local income taxes. For 
the income effeck, per dellas of tax revenue, of a federal 
income tes is stronger Chan the income effeat ef a local 
imeatea tax. Thia ie true, so tha argument rune, becauga oo 
mich Of the federal teu revenues 1a spent on Ltene which. 
would not moke the taxpayer fcel any riches because of this 
expenditure Such forms ek exponddtuse axe expendituge for 
national defense, ingerest en the goverkment Gebt, and foralan 
aid. On the other hand, loval anciseg tax reventias are opent 
ea services which de make the taupayer feel vicher. And, 
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unlike the case of proparty tax redustlons resulting from 
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the local income tax, the substitution effact would not be 
lessened along with the income effact by local government 
expandiiure » | 

Regidente of Boston would also not be restricted to 
the choles cf less worsk as the only means of avoiding the 
taxe In the case of the intexviawses of the studles mentioned 
above, their only manne of avoiding the tax was either to 
feork less ey to give up their national citigenship. The 
residents of Boston, however, would have another chelce., They 
could move outside the ality BENE! g Lf they de not already have 
e job in a nom-tam ages, find one. Although this would | 
ental) certain costs end diffieulsies, it would not entail 
the costs and cifficuities which would hava faced chose wishing 


to moye outeide the area covered by the income taxas mentioned 


in the etudlods 

Tha argument im the caus of non-residents working 
within the eity ia somewhat diffceent. Here the incoss 
effect should ke stronger than in the CAGE of reaidents., 
Unless these non«residents are exnera of property within the 
alty, ox unless thay fesh that the incomes tax revenues will 
he used exclueively for the deoravemany of services for the 
nonereaidents working force, thay will feel poorer becauge 


ry 


of the tax. But the possibility thet the non-residents will 


- 7 +. 7 : 7 7 : rs 
ni) Ben Clee poste: (a re et gat Gale 12005, 


i‘ yt ae eae Sa say if 
: we * 
kn ew 
7 el sp freagio 3 oie ae 


o 


io = : 
aM Ae Gunton 


oom a? homely seal = - st / : 7 


oT] 
iv - 


: a 9; Mise 4 @ ems ’ : 


a iigtan at§ 2 D> A 
Tn OC oo Fava - € - we 5 
a - on 
a [ra |} s¥1 


yt “1 oe (aired mk ay) a 


| laa ‘ oo ol eee 


TPT) wire es ota is o 


er area } asp i, wilt | 
yas , a ae ue ; aig oe oe but eu i” me <tala 


ae "ee ide HD mages - 


aoe agend Td Gand 


i ae here wre fanny 


aT | 


s 4 - wnctl SL, ee 
>? Ae 2%. E39 a ray G 
v 


7 Mi - ua 
vt stpeae goal Siahey (ame 
4 2) 26 oho nits. 
7 4 
ip Gwen Ph teas 
— = 7 
+. ¢y Se2paOs-Be Bie 


4 oc obhesoe era 


_ 
aa ann fee 5 
1) ese “ames | A 
~ —- y 
io 7 Beh a Jia ae ! Of 4 


> 


nO 0 A208) be i adolie 


ain? 2 << rer aoe 


O 


By Sy 96 nd Ornatn 





- _ 
7! 8" (naan a Catt ae 
: -_. ts 


on i sidan, ee 


maf ihe ee 


atid ee 















1s 


237 


change theirs jobs to outside the city ds greater thas in the 
cade of residents who work in the cltv. For non-residents 
would not have te iaove in erdexs to escape the tex. All they 
would have to do would be ta change their place of enslovment 
from the elty ta a nonetex area, Thely aituation would differ 
from that ef thoes wae were interviewed in the studies 
tant Loved Ebovee 

it Le gxuc thet these arguments in the cases of both 
residents and soneresidentsa de cause these studies to loca 
soma of their significance for local imceme taxes. But the 
studies are still significant in that they show that the 
‘effects of income taxes, as high as they are, are not saearly 
as great ac is genarally thought. 

| Although no formal studies have been done of the 

eetecte of local income taxes on the suoply of woxk within 
the taxing districts, it is the uanimous opinion ef the 
elty offielals of those municipalities with the tax that the 
tax, with tts extremely low rates relative to other income 
taxes, has caused nao Giminution im the supply ek work either 


on the part ef ragidents or nonresidents." 
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Another possible effect which a municipal inceme tax 


eould have is an influence en the choles of rasidence ef 
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certain taxpayers, These would ha residents of the taxing 
distvies whe work dna district without the tax, or who could 
find work in a nomed;ax district, and, L£ the tax were on 
investment incoma as well as earned income, residants of the 
taxing districts who receive investment imcome. Both caukd 
escapa the tax by moving cutelida the taxing district. 

Cne study which is significant with respect to this 
question is the study by William Vickrey on the influence 
of state tax differentials cna the choice of rasidantial 
location. Vickwsey wanked to test tha theory that the wealthy 
iigrate from tates with high income: texes in order to avoid 
such taxese He found no evidence of this and wrete, “Lf 
. Such influences exist, they can hardly be of such megnitude 
as to justify any hesitation ta eninet state income taxes, o 
€G Kresteict such teases to the mild degree of progressive and 
minox fiscal gignificange now eyplaal 09 

This shudy is aignificens for our purposes becausa 
the situation we consider in similar to the situation which 
Vickrey etudle’, As certain states had income taxes and 
others did net, and while the sates of certain states wer 
higher than those of other states, so xvasidents of Boston 
would be paying higher incoma tanas than most residents ef 


other comminiiies in the state of Mansachucsettea which would 
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not have thea tax. 

Offiolals of the municipalities with the income tax 
are in universal agreament that the tax has not inflnenced 
vesidents who wosk outside the distriet ta meve out of the 
Gistrict. And officiala in Detroit, the only major city to 
tax investinent income, are of the opinion that thea tax has 
not induced anyone receiving Lnvestme ts ineoms to move. 
outside the city in oxder to aveid the tos, 99 
The basic reason why residents, whether receiving earned 


“ out, Be ser Ry rte cry nr Cree # 
or investment is have mos moved ous of tha CmsLy Tug 





commmities in order to avoid the tax is probably the fact 
that the revenues from the tax help toa keep down the other 


taxes and feas in the city. 


<7 ae 


Ny 


a= 





1 
a 


249 


POOUTNGTES 


Lsonn FY, Bue, “"Studlesa of State-Lecal Tax Influcne 
- on Location of Induatsy,” National Tax Journal, AL, Hos 3 
(Saptesber, 1962}, pe 163. 


2a Study im Michigan showed that state taxes constituted 
onerhalg of L per cant, and local taxes about 1 and oncehals 
per cent, of value added by manufacturing, Michican Vas 
Studys Stat? Pasers (Lancing, Michigen, 1959), PBe SSF » 


SWilliam PD. Ross, “Endustriah Promotion by Southern 
States," unpublished doctoral dissertation, Duke pera e 
Library ¢ Durhe Ne Bo. Carolinas eited in DUG, BBe., Gite e Be 363. 


“Rose, © GY» CAE es eLtad in Dries » Ge GLE» Pe G3. 


Ee ESM Ds feat 






Sq, CG. Blom, Etake fe end FE Logal ' Base YB fuga ft Peres 
City: Buresu ef Business Research, State Pevesta » 
1955} cited im Due, Ot, Gites Be LOZ. 


Gu. Re Themmeen and John M. Mattila, An Econosetrig 
Model of Postwar State Industrial Developireng  (Beteotte 

Wayne State Un mivecnity 3 Prass, 13, 1O59) 8. “ekted in Dua, OP eo ELS. 6» 
Pe 164. 






fepyont Site Preferences of Indust try and Packors of 
Selection,® Business Week Report €1956}2 cltead im Duc, Om. 
cit., Bo 164. 











Boue, ope Ghiter De 164. 

Pagan XK, Campbell, kee ee armen ede: Location im 
the New Youlk sates teas Area," g_GOULN Rh, AE 
(Septexber, 1958), Pea Los. 





Lraward Y. Bullock, William J. Doerfinger, and Austin 8. 


Musphy, Reasons fou Relosating New versey. HAIN Firm 
(Divieion o o£ € Business Research, School ¢ @f Business Administra 


tion, Seton Hall University, New dernay, 1955), pe 32 eLtved 
im Alan K. Camobeil, "Taxea and Industrial pica in oe 
New York Metropolitan Region,” Heation 


(September, 1955}, po 195, 








>) 





oo Meese 
-_ ti le : 7 
; : 7 : ‘af = cr as ee) eee 
Siaus *t ier eRe (! a a Wis eon. 
ch stk Aeon Lore ti a « oF y (vial 4 Pebea 5 
a = 7 pai gftnur sueaiag 
4 i 2 an = 
peamiscs ami PeGRiPen Yaris Fim i a) agent a7 

: a 7 * Se” 

Panarer! Fine aes MER ge on ‘they 3 ier ESR 
; : : ' 
vo > a ta yi! +e ‘ ine Sees te ie. qv ‘ a + ue. 
Tiedt. oe eres 1 rn | Pape tT) ese | Gi, pf) - 
= . : - r= - - ol 
ik: ant 5 ad oat> « sa) hue ry : Gor ath Tie sy " 
: 7 ; : - 4 : 
ees 2M pe - = _ e at Z ALTE of. to S Te, i a eee 
ars, : ' : 
7 7 ia) aa you! i ¥ Vis - 989 7 T Z 4) 
: - : *s ‘ 
BES A eitt® } oy Saree aks Ye 1st 
ie n ; : = 
ct pation! = wpe att hb soa 
oe a a srw" - 7 
4 Oe yi mer, ee ee “dew? 5 Sh po Ev we 
-_ <= on 

; eo Ss |: by 7) at : 2 p z = 

- , : - - 

a - 4 
ikea mAs Vac or vempteies’ 9% oVi 
a ae a7 7 » & 

pvioreys) © Ts my OU a 8 ee 
De eee ee ee ce 
= ve 8 7 ; * AB _< 
¥ _ - “ - 7 





‘4 eres PY es tel Je sua? 








ho) tis stean Ried " ji 4 
os a wpsGmae gic) 4 4; Peng aT J — if 
“toh 
: : a : 7 
: ba ft 7 ¥ - hes 9 Mise ici . 
; i - - an Rr . v a a 
a age Lg og 7 7 = uetert _ ye x co mi oa slay 4 
> ers ae | aimee coy) =") PGlAba My TET aoe any 
cs 7 ¥ » (Oca if ped 
Beso hat». em?! OVESELSAA  terlii- 68 Raul (ad 
ai - ‘ , 7 a oe oe ad. “a te ont i 
ra we me er) | ~ oy oo 7 Bik : re se thle au a 
see) Ps, ep  ” the tio (pee » \e ome Laseil URES hie 
its. «fF om , (ens. oe ayrcice vies ST qpaee me) 
ie 7 f ‘ wedi pT) ay ofa Js Ooi fi ; ; is “iy : f odes a: a ot ~s - a 
; [ Leow aes wer a 7 > aa on ~e ody be : ¥i tay ets) ~~ i 
; - Bar a» 46 ‘uy ne 
6 : . - a) 
i 7 
S ) ad qu 
« F 7 : 7 i 
® 
oe | 
> 





241 


Uyonn D. Strasma, State and Local, Taxation of 
Industry: Some Comparisons: Research Report to Federal 
Reserve Bank of Boston (Boston: Federal Reserve Bank of 
Boston, 1959), pe 14. 











12 Tpides PPe 13-14. 

Loita, pe. 15. 

l4imid., pp. 1620. 

Lpue, Os Gltes Be 169. 

16ipids, Pe 168. 

Lysurkce Fulton, in Taxes and Economie Growth in 
Michioun (Kalamazoo: The Upjohn Institute for Employment 
Research, 1960), poo G9-S4e quoted in Due, Ope Chte, 


pp. 168-169. 


ue, Ope Cit., Pe 168; Campbell, op. cit., p. 196. 





Sa 
129 cragmn, GPe cite, JP o Ze 


20%, 8S. Department of Commerce. Bureau of the Census, 
. Compendiws of State Government Finances in 1962 (Washington, 
D.C.: U.S. Government Printing Office, 1963), Pables 57, 
pp. Liel3. 





2lpue, OB Gites Be 168. 


Se 4 ; e 
*2jeroma Pickard, Changing Urban Land Uses as Affected 
by Taxation (Washington, D.C.: Uxban Land Institute, 1962), 
pe 46. 
237p1d., pe 45-46. 


& 


240, Op. cite, p. 168. 


2Scampbell, Oe Gites Po LOG. 
2enorge EF. Breal 
ie 


é 
An Enpirical Study" American Economic Review (Septenbex, 1957), 
pe 549, , 


“Fneome Taxea and Incentives to Works” 








‘4 oro VW 


 * | | 7 at “ai 





os 
: 14 oz) 
a ay a = eee Z i? ED 
: s)* i - ea <4 
cr? - an A a ict ih 
hh 7 
so TPRALY Wyk 
,? 4 : — 
t r at 
7 ea = i) ; p.ted, 
ary 
‘ 
; 
= 
* 
oy > as 
' 
oir Syerels ' - 
7; Bee! —— = | - ork 
-_ > . 7 
7 av _ 
' 
- f a 1 6 
ue _ oF 7 
od _ 
- _ 
7 a , be 
ory. “A 
: i on - + | 
a = 
co) Oo! Aa : 
7‘ a : 
a. 
i 
* 
> 
‘ 
A Li 
® . - : * i - 
Dera 6 ' sem a 
o> tis 
= 7. 
a 
bi 
r 
vi ha 
+ — 
a 1 ep : v 7 3 “4 =a =! 
| A ia ; 
— » 
b « es 6 ’ = “% ——_ 
' 
4% 
_ - 
: - 
dal 


242 


Tomas H. Sandexs, Effeck: aof T axation on Exeautives 
(Cambridge, Mesa.: The coer re PLeS5, 1951), pro mei 7. 


28 a8, Chapter If. 


22aLLiom Vi kvey, Agenda for Progressive Taxation 
(New Yorks Tha Ronald Prese Company, 1947), pe vr 


300g, Chapter IX. 


ae 





CHAPTER VI 


THE ADVISABILITY AED PROGA ee BOGNOMEC SELECTS GF 

A LOCAL INCOME OR LOCAL & 3 AN an BOSTON 

This chapter ia devoted te an analysie of tha 
pevigebillity and the possible economia effects of, firet, 
adifgerent. forme of Lleaal income taxes, and, sacond, a Local 
fales tax in Boston. The chapter first considera the wubliie 
attitude towards the inceme tax and the sales tax vig-a=9vis 
tha property tax. Then the question of the legal authority 
of Beston or any ether local communitcy.in Massachusetts to 
_ievy its own income or sales tax is considered. Tha ee 
ond cens of different types ef Local incoms taxes are then 
considered, and, finally, the same analyeie is given to the 


local sales tex. 
PART X 
Bone SRS LSAS OBEY WOELONS 


Hhe 2 EELS Attitude Yowards tho Pronearty Tax 
athe fncome Tax and thea Onies fax 





Sinca the muniaival income fax ox local eales tax 


2 


should be regarded ag a means ef alleviating the property 


tax burden in Boston, @ mete on the pubLia® & attituda towards 


243 


= 
eS 
ef. 


a 1 





7 7 » BS 
: basi 
a 
‘ 
i 
; oF 
: ’ 
7 : Ps 
1 
a“ _ 
ie é vv a ; ~~ | 
; : wr - - 
: ’ 
rt a ‘ 
_ tele. ” 
: — 
-) =~ ' ; e = 
' A on ' ot ee i 
i= » & ae . 
: : ‘ ” 
: 7 
On 7 _ ™ 7 
' 4 — io . 
= - 


7 
: - - 7 1 a 
7 - i 
: os ; 





ie " 7 A : - 7 7 
2 ae 
; oe oe ane? 
7 7 : | 
? Ps - 
' 
a - 
; '° we) iS 


= 


f 


7 -,'e 
my 
+ 
7 : 
- 
- m 
: <7 - 
<a 
= ¥ 
a 
a a ie! 


: ; 
A 
7 n = _ _? — ke 
1 
7 a 
i = 
7 





the property tex viseaevis tha imeows tax and sales tax is 
appropriate. in October of 1962, Opinion Research Coxporation 
of Princeton, New Jarsay, published the vesults of a statewide . 
survey on the Massachusetts elactorate's attitudes toward 
public issues. The results of two of the questions asked 

in this survey are noteworthy. 

When arked which state or local tax they thought was 
the mosh burdenseme, 73 per cent of property owners indicated 
the property tan, ami &5 pew cenk of tenants throughout the 
state also mentioned the property tax. A total of 68 per 

eat of the public considered the property tax ag the most 
burdenseme levied. he aukhora of the report drew the 
inference that, nmenants, whether or nok they realize they 


Bo, fh 


hig tax, are ak ‘Least sytpathetic 
to the property owner's plight," aud they coneluded that 
these results have “important implications for publie 
acceptance of future property tax rolies."% 

Another question asked of the public was the followinga 
"S£ 16 ie necessary for Hassachusetts to inoraase CARES » 
would you prefer that the additional money come from the 
property tes, the prasent flat rate income tax, a qracdusted 


income cal or a Limited asles tax?" The answara of Boston 
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yesidenta, ag wall ag these of Massachusetts residents in 
general, were given? 


Plat Rate Graduated Limited 


Properscy oe aaa tents lsh 

Gaset Sane Sein 
Boston Residents 1 49 32 36 U4 
Hasse Residents 2 15 89 33 1G 


The results of tha survey indicate that residents of 
Bostom, Lf additional money is necessary, prefer soma form 
ef income tax or a limited sales tax to inereased property 
GaN Latese 

A more recent poll, also done by Opinion 1 Rosearch 
Corporation, and the results ef which were veleased on 
April 24, 1965, also shows that Massachusetts resident 
etili think that the best way to raiee additional tax money 
ie through an incote or a sales tax, although the trend 
seems ta have shifted eince 1962 froa aa incosia tax in favor 
' O28 a sales tax. When agked which waa the best way to eaige 
tex money, 42 pes cenk favored tha Limited sales tax, 329 
par cont favered tha income tax, 29 pes cent elther favordd 


other means, ox Urevezaled no preferences4 
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bo Local Governments in Massachusstiea Baye the Lean) 
Authoxwity to Adopt Their Own Income ox Sales Taxeg?* 


The authority of lecal govarnmente te levy incase or 
sales taxes depends on tha state in which incorporated. The 
states can be divided into three groups. In the first group 
axa those states with constitutional prohibitions againat 
Local imcome and sales taxes. There are aleo soma states 
which have legal provisiens parmitting lecal indoms and sales 
taxes, The thigd catagerzy consiats of these states in wisdel 
there is mo constitutional peohibition aqaimst local ineane 
oY Bales taxation, and im which there also ig no statutory 
provision parmitting Local Lnacome or gsalea texation. | 

Yt is generally believed that Macanohuaeste ke 4a the 
firat category of states, nanely, those states which have 
constitutional prohibiéions against Lecal inecws or sales 
taxes. A echeduled public hearing hefera the Taxation 
Committee of tha Massachusetts State Legislature in 1968 on 
the propogal te alilaw Boston ta levy a tax cn non~remicgents 
whe work i: the ohty, brought forth neither proponents ner 
Cpponente. The LORson given for this was the fact thae it 
is generally believed that euch a tax would be unicenstiestional.” 


Howaver, au study of the Massachusatts Constitution and Suwoge 





Court casas dealing with taration in Massachusetts, ari an 
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interview with members of the Legal Bureau of the Department 
of Corporations and Taxation of Massachusetts, Yaisas serlous 
“doubts about this general opinion. 

There has baan no court case in Massachusetts on the 
question of the powex of the cities and towns to levy an 
income or a sales tax. But it is generally considered that 
under Article 44 of the Constitution, which established the 
atakewlde eeaen fast, only the General Court has basen qiven 
the power to levy an income tax. However, the Suprema dudielal 
Court of Massachusetts has ruled that collectors of taxes in 
Massachusetts Cities and Towns are not agents of the citles 
and towns, but are public officers parforming duties prescribed 
by the lawa of the Conmonwealth.® This ruling would seam to 
allow the Massachusetts State Legislature to delegate their 
power to levy dacoma taxes to the collectora of taxes in cities 
and towns. My interview with members of tha Legal Bureau of 
the Department of Coxporations and Texation revealed that _ 
these members feel that the State LogislLature could authorize 
local Comunieien to Levy their own income taxes in the name 
o£ the State Legislature. Thora was a slight deubt, however, 
in one member's mind. The conditions undex which the 
Legislature could allow tha cities and towns to Levy an 


income tax are twos (1) the tax rate must be praz 
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and not progy vassive,’ and (2) the local Option to adopt such 
a tax must ba given to all local governments in the Common« 
wealth, and not just to one or a few commmities. 

The opinion sedarding the c sstieut tionality of a local 
sales tax was somewhat different from the opinion concerning 
the local income tax. There seemed toa Se no dovbt in any 
member*s mind that the State Legislature could authorize 
Local, communities to levy their own sales taxes in the name 
of the State Legislature. There is only ona condition under 
which such a tax could be allowed. Since the sales is 
considered an exelse tax, thea rate does not havea to be the 
same On all commodities, but mist be a "reasonable" percentage 
of the sales price 2.8 The tax may exempt certain Commodi ties, 

and may tax other commodities at digterent Yates. 

Thus it seems that it would not be necessary for a 
Bena eueiceal anondnent to be enacbed in order to allow 
cities and towne of Massxzohusaibts to levy thelr cw inconis 
ox gales taxes, but only consent by tha Massachusetts 
Legislature allowlng evexy city and town the option of . 
adopting a local income or a local sales tase 
fhe Local Income Tax: What Form? 


(a a Seeeeters ante, a Des Sat esa tna pe oh a aaa t ao ie acy ex Sewers at 
- Bafoxe wa examine the revenue productivity, tax burden 


by income class, theoretical analysis of, and the results of 
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Q& questionnaire on, the possible econemia effecta of differant 
types of incoma taxes, wa shell first consider tha usual 
axrgwrents for end against @ifferent aspeata of Lecal dncoma 
tases, auch as the taxatien of noneresidents, tha tavatLon 

o£ corporation profits, che taxation of investment income, 

and the allowance of poxcensl exemptions. Admittedly this 
typo of dicscuselon will have te vely to sco extent on thea 
ater Giseussion of revenue productivity, tax busdern by in conan 
elase, and theereticalL enalysis of the posaible econcaale 


‘2 


efiecta of cdiiterant types of imecme taxes, but, for the sake 
of clarity, the discussion of etch queations es taxing name 
Yooldents, taxing corporate profite, taxing investment 
income, and the alicwanes ef exemptions will he treated 


HEPALALALY o 


‘Should NopeResidonts pa Sesed? 

Oux survey in the second chapher of the varieus 
municipal income tax oxdinances alseady in effect has shown 
ug that all the ocdinances previde for the taxzima of none 
residents fer incese earned within the taxing mmiclpalitye 
Deapita this fact, thera is nek comslete agreement over the 


question of whether munieipalitics should tex the noneresident 


labor forcga. Let us firek consider the case for (Ancluding 
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the nonevesidenk labor force in a lecal dncoma tax, and thea 


the case against. 


the Case Por 
The mock effective presentazion of tha merits of 

taxing tha nenereaident labor foree is perhaps offered by 
Professor Harvey Drader of the Univeraity of Michigan im the 
Papers and Proceedings for 1958 ef the American Eeonomic 
Association. In hig article entities “State and Local, Public 
Financas The Rola of Hajes Netxronoliten Canters in Stake ard 
Local Finence,” Professor Brager otates that the per capita 

sgengitures of the major metropolitan centexa will conmatantiy 
inerease as & econseguance of the fack that tha generation of 
danand fer publie sexyvices im the certral cities of metropolitan 
axvaas da, te a larga degeea, & functlon of the number ofr¢persons 
Living in the eursoudiing matropoalitan area, He xrefera te 

udies of hia own and those of Amos Hawley im the 1031 edktion 
o& the Journs) of Social Zssues which show that there is a 
elenifiennts cesvoiat ion hetween tha per capita oublaya of 
the centsal elty end the elce of the pepelation sesident in 
the metropoliten aren outeida the central city. He explains 
this by the increzued need for streat and parking faciiieies 


and traffia control of people whe live im the subusbsan 
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communities and who work, play, or shop in the Seen elty 
inoreasing the expenditures by the central eity on such 
functions as police and fire protection, recreation, and 
sanitation.” 
The size of the population of the central city Ltselé, 
however, does not ssem to have an influence on the level of 
per capita expenditures of tha elty on certain functions. 


Unless there ere substantial ennexations by the central city, 


it && cextain that the ratio of matroepolitz am ESR population 


54 


*. 


iLL continua to increase 


ae 


to Gentral or cere eity population w 
rapidly. This meang, continues Professor Brazer, that the 
expenditure requirauents of the centeal cities wlll increaga 
much more rapidly than would ba indicated b by inereases in 
their own populations and rising le vols ef standards of 
publie sarvice. ecause @£ the fact that the noneresident 
dabor- force uses gervicas provided by the central eity, the 
centyai eity should ke allowed to tax thees noneresigenta 
fox tha Lacome which they earn within ‘the cere eLty 2} 

tne thesia that the municipal ineeme tax effers a 
means of taxing memeres idents for tha use of services 
provided by the city, and for which they do not otharwisa 
pay, is always among the main s sini bere semte of these wha proposa 


the imposition of a municipal saeee tax im a particular 
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city. In 1952, when they were studying the financial 
situation of New York City, Robert Haig and Carl Shoup wrote 
that the "income tas, despite ice defects as a munielipal levy 
en top of a state and federal tax on the same base, has enough 
advantages te warrant sexious consideration as a permanent 
gource o£ revenue for New York City." Prominent among the 
advantages of the tax was the fact that it prowided o means 
of taxing the non-resident Labor force for the services 
provided to them by the City of New vork.2_ And the vecently= 
“pleted report of the Temporary Commission on City Finances, 

in its recommendation of a local income tax in Rew York Clty, 
states that one of the reasons for such a recommendation is 
that such a tax would reach the non-resident labor force.?4 

The same argument of the aecivaniaiey of charging 
non-rasidentsa fox public sexvices is also used by Robert 
Sigafoos in his The Municipal Income Pass Its History and 
Problems. He also points out that the alternative of 
amnexation by the core eities, rastioceevan taxing none 
residents, has very limited possibilities. -* 

in 1958, in the-Miohigan Tax ‘Study: Stake Papers, the 
income tax was called the most des izable of all types of 
local nonproperty taxes for Michigan lecal governments. The 


foundation for this judgment was the fact that the incema 
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tax was able to reach the commuting populations °" . « « in 
any case the tax choses must reach the comsuter powulation 
if dt 4a to sexve one of ite prineipal chjectives. The tex 
that appears to satisfy these criterin most adequately Ls 
the minicipal imcoma taxe e« « « But the income tax, which 
can be readily designed cso as to cover nomeresidents, represents 
an equiteble alternative that desexves the most serious cone 
sideration of these who are interested in the crucial Ciscal 
problems of munieipalities. «9 
Finally, in.1962, Peolensor Milton Taylor of Michigan 
State University referred to the taxing of the non-resident 
labor foresa ag one of the majer advantages of the taxe “One 
of the most effeckiva arguments for the adoption of a local 
inceme tax ie that the levy makes it possible for a central 
 edty to collect taxes fro the residents of outlying suburbs 
| whe work in the city. This prablem could be rewaved, at 
least in part, by the incorporation ef outlying suburban 
areas, but incorporation ia politically often G4efiewult ta 
achieve, end it is not feasible te stretch the boundaries 
of @ central city in order to encompass all receivara of 
jucame fram the city. 46 
Besides the argument that the commuting Lebor ferca 


necessitates increased exponditurcs by the eentrak city, 
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there is alse an arqument from the ravenue side. Chapter I, 





which deals with the fiscal structure of Boston, has reveuled 
that there has keen a substantial amount of destruction of 
tax«paying properties im Boston for highway purposes during 
the past fourteen years. Part of tha reason for these mew 
highways has obvieusly been to provide better roads for 

thesa entering and leaving the city each work day during the 
vush hours. A tax on the hon-reaidents labor force, it is 
argued, would help to compensate for the less im taxable 


property caused by these new highways. 


fhe Case Against. 

Although my one would Cony that the entrance inte the 
centeal city five days a week by the nen-resident lakor 
force increases the demand for certain pubite services, end 
thus caueas increases im the expenditures of the central 
city, mst everyone ie willing te admit that the central city 


ehould tax nonesasidents fox income earned within the oity. 
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ga not in faver of the taxing of the none 
xesident labor force ia most clearly eteted in a comment by 
Lyle Fitch on Professor Bragzer’s article in the same edition 
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Assaclation. Fitch brings up Brazer'’s eltation of tha 


uienicicank correlation between the per capita exnanditures 
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of contval cities and the pronace ten of metropolitan ares 
residents who live outside the central city. He then 
continues: "But 2 think we should be wary of concluding 
from this chsezvation that the suburbs ere a net burden to 
the central city, ox that there 4e typically an imbalance 

in tha capacities of central cities and aggregate suburban 
governmenta to meat thelr expenditure needs, which neads 
gedvess. So fay aa X know, this point hes not been demonstrated. 
fo quote From a recent report. ‘A priovi, there is ne resgern 
to believe that the increment in the tax reselpte of the 
central alley RecaeeinG eho commuter ia Lesa than it costae 


the city to attract and service Hig? 047 


Later on Fiteh comments: “E weuld 


piss 


uggest that costa 


can be considered to ba met by taxes on business firma which 
they gerva and patronize. "24 

The theeia that the comuuting pepulation of a central 
city adds at Lenst ae much to the tax receipts of the central 
city aa it adda toa the expenditures of the central city ia 
particularly relevant im the case of Besten. In 1961, the 


comtercLalL and industriel proparties which 





foree comprised 51.1 par cemk of the value 


taxable real property in Boston. And even a greater 
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percentage of personal property taxes in Boston was paid by 
businesses in Boston. The 51.1 per cent was the highest 
percentage of any city in Massachusetts. And it was much 
higher than the percentages of the larger communities in the 
Boston metropolitan area. The percentages of these communities 


are given in the following table. 


TABLE VI~1 


PERCENTAGS OF VALUE OF AL. ASSESSED TAXABLE 
REAL PROPERTY REPRESENTED BY COMMERCEAL AND 
INDUSTRIAL PROPERTY IN MAJOR COMMUNITIES IN 





























BOSTON METROPOLITAN AREAs 1961 

. Community. Percentage 
Boston Brel. 
Brookline 15.9 
Lynn 26.8 
Malden 2809 
Medford 16.4 
Newton 15.6 
Quincy 32.2 
Somerville 31.6: 
Waltham 353 





SOROS 
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Scurces U.S. Department of Commerce. Bureau of the Census, 


Flu» + % a tear i 
Taxadle Property Values in the United States: 1962 


eS ene 


(Washington, D.C.: U.S. Gove senment Printing Office, 
1963), Ta ible Papa Deo 144, 





The business commmity in Boston bears a higher 
percentage of the property tax load than does the business 


community of any other major community in the Boston metropolitan 
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AXCA o Thus, although it fe txue that Bosten provides saxvices 
fox the noneresident lobor force, the queation remains aa to 
whether or net Bogton could maintain such a commercial anc 
industrial complex unless it could call on ite suburbs for 
such a large pert, over 40 per cont, 2? of ite laber force. 
Both Boston and its suburbs benefit frem the fact that so 
many of the jobs in the Boston metxopolitan area are to be 
found within the confines of the City of Boston. Since meny 
of theiz residents are in Boston fox substantial perioda 

ef time, tha euburbe are able to curtail their expenditures 
on street and parking faciiitias, brattie centvol, police 
and fire protection, and senitation, Boston, on tha other 
hand, while having to increase certain. expenditures bacauss 
of the influx of workers, has to collect leas than $8 pex 
cent of Lets property tax revenue from the owners of residentfal 
property in Boston. 

Secondly, even 1f the nonexveealdent leubor foxca le a 
net cost to the City of Boston, de etill does not follow 
that the only nonevesidents who should be taxed by the City 
of Boston are its nen~resident Labor force. The arguitent 
that it would be discriminatory for a ality to tax ita none 


vegicGent labor fores, while other non-residents sre not taxed 





by the city, can best be 11 faked by the following exemmle. 
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Citizen A and Citizen B live in Suburb #1. Citizen A works 
in Central City #1 ond Citizen B worka in Suburb Gl. Now 
7 Contral City #1 taxes Citizen A on all the incone he makes 
in Central City Hl. The reason given for this action ia 
that Centyal City #1 incurs a net cost when Citisen A works 
within Les confines. But Suburb #1, which deas not hava an 
income tax, Makes hoth Citizen A and Citizen B pay property 
taxes. The fach that Citizen A does not work in the community 
in which he lives, Svourh #1, means thet GSuburh #1 is able 
to econimize on cartain publica expand. tures. “yet Subucb #1 
deaa not give a tax credit te cleanen A becavee of this, nor 
‘does Suburb $1 inerease Citisen Bs texes because he works 
in Suburb #1 during the day, thue inereasing the demand for 
iactain public expenditures. The rasult of all this is that 
Citizen A paye higher total taxes because he works in Centval 
City #1. He pays fox the public services offered by Central 
City +L, and he alse shares emuniiy tn the payment for ahh 
public services provided by Suburb 4.28 

fhis exemple providas an iilustration of the argument 
that the nenercaident Labor forsqcaiona acute not be taxed, 
but rather that all of the residenta of the comaunities ef 


which tha labor force are mavbers. For the expenditures of 


@ach one ef these suburban govermuonta are lower than they 
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would be 1f each of ite resident work workea in his own 
hotre community, and this means lower taxes for all of the 
taxpayers of each community. the burden of the inoveagad 
costs to the central city caused by the non-resident Lahor 
ferea should therefora he barre by ell of the vesidents of 
the commmities of which the labor force are moubera. 

In summary, therefore, the case for taxing Boston's 
noneresident Labor forca vests mainly. on two arguments: 


1) The City of Boston incure increased costs in 
gory any these people. 


2) The Clty of Bosten has loge substentlal amounts of 
apres property because of the construction ef 
ew hiehweys. Part of the reason for these new 
icweee as been toa provide better roads for 
these entering and leaving the elty each work 
Gay during the rush hours. 
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The case against taxing Boston's non-residents Labor 


~fores aleo reste mainly on” 
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pays over 50 par cent of per property Canes re 
tha citys 





2) Taxing only those noneresidsnta whe are members 
ef Boston’s Lebor force would be inequiteble, 
Since all the mewhers of the commmities of 
residence of the nonerasident Labor force benefit 
from the fact that these workors are out of thairy 
own comaunities exch working day. 
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Boston's Share of Tax Funds. 

The discussion ef the question of the cbligation not 
only of those nonecedidents who work im Boston but also of 
thoge non-residents aye do not work in Boston, brings to 
mind the question of the equity of the assumption by the 
State Government of more of the expenditucea of local govern= 
ments in Massachusetts. Cae can hold that the City of Boston 
‘should not be allowad to tex nonevesidents who work in the 
city and yet held that the City of Boston 1a not receiving 
fair treatment from the other cities and towns of the 
Commonwealth. 

We saw in Chapter I that Boston is second only te 
Quincy among major pmeenieded in the Commonvealth in per 
capita expenditures on health and hospitals. Boston's 
expenditures on health and hospitais in 1962 constituted 
' 34 per cent of expenditures on health and hoeepitais in 1962 
by all local governtients in Massachuset a.°% his Le partly 
due to the fact that Bosten operates nat eapeneiys public 
hospital for ite citizens. Yet it ia also partly due to 
the composition of the population of Boston, a facter which 
is entirely outeide the city's control. In 1962, only 
$363,000 wae given to the cities and towns by the Commonwealth 


for health and hespital soxvicese?* 
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As mentioned in enapeae I, the Greater Boston Economie 
Study Consittea has suggested that the Commonwealth ascume 
the entire coat of health and welfare programe. This recome- 
mondation has been made om the basis that welfare and horpital 
costs should be the responsibility of all of the citizens 
of the Commonvenlth, and not just that o£ the citizens of the 
local commmity wheres the services are provided. 

Health and walfare costs, hewever, are net the onty 
costs which are partially or wholly determined by factors 


cles, Gur anslysis ai 


cy. 


outside the control of local comment 
Boston's fiscal structure has shown that Boston was second 
in 1962 among major conwunities in the Commonwealth in por 
capita polica protection costs, and third in per capita fire 
protection cesta. Partly responsible for Boston’s high 
police costs is the fact that the narvow streets of such 
an old eity as Boston necessitates heavy traffie control 
expenditures. Also partly responeaibie is tha fact that the 
composition of the population is such that Boston must Ependg 
relatively Large gums of tfoney on orime prevention and prow 
tection. Again, at least partly responsible for Boston's 
relatively high fire costs ia tha fact that Boston 1s such 
an old city, with an extremely high proportion of older 


buildings. Yet, despite the fact that certain communities 
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ara facet with higher fire and police costs, no funds ara 
distributed by thea State Government to the cities and towns 
-on the basis of such expenditures. 

Although very Little money is distributed by the 
state to the cities and towns on the basis of expenditures 
on health and hospitals, and none is QLletributed on tha basis 
ef fire and police protection, a qood sum, soe $76 million 
in 1966, is distributed on the basis of each community's 
wealth.?9 such a basis is the equalized valuation basis, 
ox the “atate tax" besls, which wa have already explained. 
ois mathod of distribution of funds contradicts the theory 
that commmnities should raceive aid in proportion te their 
needs, : and should be replaced by a method of distribution 
baged on thosa expenditures which ave beyond the control of 


the local commun tLes 


Should Corporate Profits Re Taxed? 

Our chapter on the mumicipal income tax has shown 
that most of the municipalities with a municipal income tax 
leo tax the net profits of corporate businesses. The only 
conmunities not texing corporate incoma are those in 
Pennsylvania. They are fovbidden by law to tax coxperate 


income because the Pennsylvania Stat e Government alreaay texas 
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corporate Incoms. Since, therefore, many of the incomeetasing 
communities do tax corporate profits, the questien should be 
asked as to whether or not Boston, i£ it were to adopt an 
income tax, should include in the ordinance a tax on coxporate 


profits. 


She Casa Fore 

The major argument eupporting the case for taxing 
corporate prefits is the fact that corporations in Bosten 
would receive e substantial share of the proparty tax relic? 
forthcoming feo a wuniedpal dnemaa tex. The main perpese 
of the incoma tax should be te alleviate the burden of 
property owners in Boston. As mentioned above, over Si. 
per cent of the proporty taxes im Boston are paid by commercial 
and induetrial dnterests. And, although not all of this is 


corporate property, a sizable portion of is is corporates 


oe 


As wa sunll see futher on, corporations would poy 11.4 pes 
cent of the total revenue from a il per cent tax on coxporate 
profits, income of noneresidents carned within Bosten, and 
the earned income of residents of Beaton: “They rould pay 
10.6 per cent of tha revenue Erom al per cent tax on 
corporate profita, income of non=residenke earned within 


Boston, and bech earned and investment ineome of ranldents. 
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the net effect of a municipal income tax which dneludes a 
tax on the net profits of corporate businesses will definitely 
be a lessening of the tax Hirdenopoens by corporations. 
Corporations, so the argument goes, should be asked to make 
soma contribution to a tax system which wlll benefit corpora 
tions greatly. 

The second argument in favor of taxing corporations 
is the experience af other cltles which have already done 
BO, Wa have eeen in Chapter If that there has beer Little, 
L£ any, evidence af a migration of capital out of a aity as 
& mMieanag of eluding the tax, And these cities which alraady 


tax corporate profita include ecartain clties Located in 


2 


states which elso tax corperate income, as dees the stata 
of Massachusetts. Such eitles are Louisville, St, Louis, 
and, very recently, Kansss City, Missourl. A Letter fromm 

| the Direetor of Industrial Revelopment—-Transportation of 
the Chambes ef Conmerce of Metropolitan St. Lowls contained 
the following statements: “es « »« While the earnings tax is 
subject to a great deal of eritloiem at times, I do not 
balieve it is a deterent aa such to industrial developmont 
ox expansion. "a4 

A similar letter from the Chamber of Commarca of Kansas 


City states that the income tax has been overwhelmingly 
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received, and that the Chesher “dees not anticipate any 
sionificant lesa in industrial or commercial activity here 
because of the tax end feel that we hava not been hampered 
in ours dnduatelel develonment efferts for relocatcing er 
expanding dndusteies not now im Kansas Clty. 02S 
Corporations located in Boston, thevefore, would not 
be in a unieve situation in that thay would be paying taxes 
eo met profite te a federal govermesnt, a state govarninent, 
and & — pal government. Nox ia there any rearon to 


puppese that the imposition of a maui LG2 pa net peogite a a 





would hamper industrial developer 


A third argues in favor of taxing corporate profits 





is tha fack that local gover 
allowed to levy property taxes on inventerges end machinery 
of businesses, ac the local. govermmenta in mosh other states 
do, Corperations in Baston thus have a wuch Lower property 
tax base than thoy would heave L& they ware lecated in most 

amy other major city or, for that HABER» im most amy lecad 
community outeide Maspachusetts, Pesnucylvania, and New Yori. 
Cumenting on this points, Joha Stragza has pointed outs in 

his repert te the Federal, Reserva Bank ef Bosten that, while 
Maseachusetts has ea higher net preflte tex on corporations 


then deas Connecticut, 4.75 por conk ¢o 3.75 per cent, since 
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Conneatieut allowe te Local governments te tax machinery 
and inventories, coxpmilas with Large amounta ef parsons) 
property im relution to inceme might have a higher total tax 
bill im Connecticut than they would in Mageachusetts.©% 
faking hypothetical firma, with certain amounta of Lncoena, 
ageeta, end gales, he shows that saplidly growing ELE would 
actualiv pay less tn total estate end lecal taxes in Boston 
than they would in such elties as Haxtford, Providence, 
Chicage, and Indienapolia.*? Ghus, for many £lrme, Bosten 
bs nec a hich tax oclty, and a lecal inceme tax which sneluces 
a net profgite tax would Leagen the total tax burden GE 
sorporations in Besten, thus putting Boatom in o beter 


position to attract businesa. 


The Casa Againete 

In seply te the ctatemante thak the met effect of a 
dentoipal anacia tax would be a beneficial ene te corporations 
whether or nat corporate Prorits are ten rd, and thats n 
detrimental effecte on industrial Gevelesment should ba 
expeated if Bosten’s coxporationa are cased, the followine 
arguments can ke mille. 

It io true that the tax load of corporations would he 


lessened by a munioipal income tax even if theis net profits 
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are taxed, But the question should not be whether ex net 
the tax load ef corporations 4a Boesten should be Lessene 
Rather it should be by how much should the tax burden be 
lessoned. the Massachusetts corporate profits tax has the 
third highest tax rate of all state cosporate prefits taxed. 
All corporations in Massachusetts mist alse pay a $6.15 tase 


28 Bex 


on each $1,000 of taxehle Massachuscatts tangiblete 
added on to this heavy burden imoosead by the state governmant 
are the extremaly high real property taxes which corpocatione 
musk pay to tha Local governmants. We have seen im Chapter £ 
that ¢he effective property tam vate im Boston ig fax above 
that of tha vast majority ef major eltics throughout the 
country. Boston should be more interested in trying to 


w 
‘4 


@lieviate the tax Ineden of dee corporations ag much of 
poesibie rather than in just trying to diversify the taxes 
-by which coyvpoxations im Besten are taxed so much. 

The secend argument againek tan: Hag the met income of 
corporations ie in tha form ef a rebuttal to the statement 
that Boston would suffer neo loss of capital investment Lf 


6uch @ ¢ax were Lmpos ed. As wa any nbove, those major cltLes 


whose corporations are subject te threa different profits 


ace 


taxes, Lowuievilie, St. Lowis, and Kansas Clty, have euffered 


Litela er na loss : of business davestment due te thelr 
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corporate profita taxes. But, in reply to this axaument, 
it can be stated that tho situation in Boston is not the 
game es in Louisville, &¢. Lovls, or Kansas City. We have 
seen above in Chapter V that sone firme seem to eliminate 
certain states and metropolitan areas at the etart of 
theix Bearch for a location for new Anvestwsnt Simply be- 
cause the state and/or local taxes are high relative to 
other areas. Masaachneetts, because of ita high tax on 


corporate profite and its tax om taxable Massachuest ts 
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tangibles, and Reston, because it is 
and because it has a high property tax vate, are among euch 


‘a@rvaas. On the other hand, neither the statea ef Kentucky 


ox Nisseurd nox their metrepolita 


SI 


1 Genters are Seong such 
areas.*? Xt is therefore invalid to AYGUe that, Binca a 
_@orporate profits tax had little or no advarse effects en 
buginess investment when other majer cities enanted a 
coxporate profits tax, there would be little ox no adverse 
effects on business investment if Basten were to adopt a 
corporate profits tax. Corporations in Bosten would ke 
subject to state taxes, a local profits tax, and to real 
preperty taxes which would otill be high relativa to other 


najor cities, unless Besten's municipal income tax rate 


ware higher than that of any other lecal community The 
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imposition of a net profits tex on ecoxporations in Boston 
could worsen Boston's alrea ay bad repittation throughowe the 
business community, the effect of which could be a sharp 
curtalimenk in the rate of business investment in Boston. 

A thizd argument againss taxing corporate profits is 
based on the abtitudes of businessaen toward different types 
of taxes. We have seen above in Chapter V that businessman 
would prefar te pay a cartain amount of taxes im the form of 
property taxes than im the form of sopsurate income taxcde 
Even ££ the-¢otal tax load of business ware lowered by a 
local income tax which included corporate profitea, same 
businesaxwen might not congider thea tax an improvement, but 

ather a deterleration of an already bad situation. This, 
it can be argued, would ba ancthes fac ‘Loy conteLbuting to 
tha worsening of Boston’s image in the eyes of the buiiness 


communLty 





howld Invastwonk Ineorme Bo Taye? 

Our onoliyeia in the second chaphar of the different 
lecal income texas throughout the country has shown that 
there are only two majer cities waich thks! ' "unearned", oF 


investment, income, Thisis somewhat surprieing, sinea almost 


G11 of the districts which have tha local {ncome tax have 
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the authority to tax such incoma, The only exceptions are 
the city of Gadsden, Alabwan, and all the districta in 
Kentucky. The qgueation must cheaters he sakedls "EE Boston 
ware to adost a loos) income tax, should it become the enards 
major elty im tha country to tax the investment incoes of 
its xesidents, or ehould Lt follow theilead ef tha vast 


majority of tha commmities which already have the tax?* 


The Case For. 

The ease for the inclusion of investments dncoma im a 
jocal income tax ig based exclusively om considavatioris o£ 
equity, It is unfair, the argweent suns, to tax the incomes 
of sams, but net all, vesicents, or te tax eartain types of 
income ef residents and to exelude other broad forma of 
income. ALL residents shavre in the saxvices provided by 


the leeal govarneent, whether or not their 





predasainantzly ox entively in the form of wages and salaries, 
ov im tha fovm of interest and dividends. And, although 

4% could ba said that the process of earning investment 
income immeges lesa of a demand gor lecal government sexviecss 
than dees tha earming o£ wages and salaries, it can alse he 
Said that those who receive most of their income im the form 


of investment inmcoma are very often those residents whe are 
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best “eble te pay." 


Wha Casa Against 

As tha cause for including investment incoma in a 
local imeome tex is hased exelusively on eyuity, co the 
case against including such income hag been based solely on 
administrative considerationa. The reason Riwayes given by 
oity menagers and city auditors as te why their lecal governe 
ment does not inelude investment incoma in les inceme cas is 
that this would create too many adaiinisteative problems .s 
They admit that including investment income would increase 
the equity of the tas, but they also say that dt would net 
be worth the added administrative problems and coats which 
it would cause. Even these who think thas invedtment ineamne 
“phould be included in a lecal imecoma tax point out that this 
. woukd create adminietrative problems, Carl Shoup claimed that 
it would be unfaixy for New York City to tax wages, Galaxies, 
and unincorporated business prefita, and to exeluce interast 
and dividends frea the tex, and yet he deubted in 1952 that 
any clty had the technical competence to administer effectively 
& tax on both esened and invastmont incomes? 

ghe argument ug&inst taxing investments income based 


on adminiatsative considerations leaas eeme of ite forea 
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whan the case of Datreit, the only maior city with any 
considerable expsrience in taxing investment income, is 
analysed. A latter from the Controller of the City of 
Betroit on the question of the administration of the cax 
contained the following comments: " . . « W@ cannot deny 
that there have been addad acininistrative problems due to 
our tax on interest and dividends. However, these problems 
have not been any greater than anticipated. Wa believe that 
the equity of a tex whieh includes unearned income outweighs 
the added administrative effort end costs required."7) A 
istter on the same question from the Direeter of the Income 
fax Division had this to gay: "Whiie any new tax produces 
administrative difficulty, we cannot say we have met with 
unexpected @ifficulties, We believe we are ebtaining good 
compliance on the tux on unearned income, although I suppose 
no batter than the United States internal Revemse Service 
obtaine."9* whe letter gees on to say that the annual cost 
of administering the tax ie alightly less than 2.5 per cant 
of the revenue yield, This is slightly below the average 
cost of administration of the major eities already using 


the tax.33 
Ghe reaction from officials of Detroit is not sneh as 
to indicate that including investment incomes in a local 


incoma tax causes insuperable administrative burdena or 
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increases the cost of administering the tax to any signi fieant 
degree. The experience of Detredt would seom to indicate 
that the widely held feara of added adininistrative preblems 
due to the inclueton of investment income have been greatly 


exaggerated « 


Should There Be Personal Examptiongs? 
The arguments for and against the inolusion of personal 
exemptions im a locel income tex are basically the same 


arqumentse used in the Aiscussion of the queation of taxing 





investment income. The axquiman: for is based mainly on equity 
conslderations, and the argument against ia based on administra 


tive considerationa. 


The Cage Fox. 

The argumenk for personal exemptions is based on the 
principle that an income tax should refleet the fact that 
inceme earners differ in their ability to pay taxes. In 
the first place, a cartain anount of money is needed just 
to subsilet. An tee tax with &@ personal exemption recog 
nives. this fact. Secondly, taxpayers whe earn enual inaangs 
bay have different numbera of dependents, Tha larger family 
must spand 4 qrenter amount of money than the smaller family 


to attain a given atandard of living. An income tax, Bo 
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the argument goes, should recognize this fact and not tax 
tha dncome earner with the greater nuwther of dependents as 
much ag it taxes the Income earner with a smaller mwaver of 
dependents. 

A second arguiient which has occasionally been used 
in favor of allowing personal exemotions ia, surprisingly 
enough, one based on administrative reasons. Such exemptions 
would eliminate many small taxpayer aceountka which would 
produce very littla revernua, and fox woich the administrative 
ee exe high. Thera are two cities which give a parsonal 
exemption to cextain income earners. fGuch elties are 
Springfield, Ohie, and Barberten, Ohio. If on incoma earner 
Goes not cart a certain emount, $1,646 im Springfield, and 
$606 in Barberton, he is not Liable to the income tax. put 
i£ one’s income does go shove the inion, he must pay the 


ane on his total income. In thia way many adminietra= 


eve élfficuities are eliminated, 34 


the Case Against. 

Although all city officials wALD admit that their 
income tax would increase in equity 1£ personal exemptions 
were allowed, they ara just as convinced that the increased 


equity would not compensate for the inereaged administrative 








tr  e ae 1 We a, t 7 7 os 
J 3 ‘ 
i i a 7 ; : 7 ve ve 
I Hi 1 pes 7 oy " 
oC ' Res : 
a ‘ i oan 1 va 
1 : u es a 
: : an ; oa " - ‘ 
€ 7 ‘ _ - 1 - 
- 4 r - Let 








a ee 


te 4 - = _ othe. - + on) be {| - ee eh me ‘ane | > 








en a a, at, OL 
vi a + 
on - : : _ co 
pk 2 1 oe 2 ag er ore Baer pom a Vt = aye rn Si ekinds ~ 
7 7 oD 7 Secle i, 
1* OO ‘ 
Ly : _ nm ae : Bo ses a 
Tire) 7s, sy BA aide: “Se od te Mee Sie = >: a [Ne 
: ’ ; : Oo = 
a : 


1 
i ~ 
7 a Dy > 4 ui 1 : 
on 7 
=a 7 _ 
D> ry ’ 7 
= 
@ 
== ane s _'" / =-> 
=e 
> 7 
= 
‘ Bs 


7 “1 : 
’ ca : 
- 
" - = @ : 
' 
. < “ & 
7 7 - fhee 
P) : ta % Diy Ly oa Bia : —— ta . is | Sad Dy od pet »; 
; = yo a did 
: 7 abel aa 
a : a 
a o @ 7 , a 
, oe Hy hy 
a . _ a wo 2 an ' [owe i = 5, oe Maree 7 
: 7 ow - 7 ca i ae : 
——— ae 
+ _ 7) 7 or = mi i ké Ce 
U oe on 7 
‘ sh ‘ 
fi? ' 1 


un ia 
==) real! 
2S |) tne o 





7 7 i = SY 
7 46. a, + te 
g* “miosis 
; : : Ys - 
aa) mn ot 
A ‘ ar 
i. 
= - 
= - 
a ‘ 
7 (oo) ».! “Oia 7 
ie 
‘ s ++? ye y _ —— mo 
_ ‘ 
oF 
: P ft. a |). 1 ee Py ee i 
= a a 
a | 7 
= ota 7 51:1 af? eer, - 
ve : 
7 = 
- ‘ A ; 
- 
- ie 
- 
+ 
® 
‘ i 7 
I 1 
t 1 1 ft 
= 
I 


problems and costs due to the inclusion of personal exenptions. 
So widespread ia this feeling that, outside of New York City 
ang Michigan, where all cornunit sigs with the tax allew a 
personal exemption of $600, there ara only three communities 
which allow personal exemptions. They are all in Ohies 
Springfield, Barbarton, and Warren. The comuunities in 
Michigan are the eniy ones to allow personal exemmtiona 

to each income earner, no matter what his ineame, 

Since Detroit is the only major city with olgnificant 
experience in a tax with personal exemptions, a lock at its 
experience with the tax aeena advisable. We have just seen 
that the Director of the Incone Zax Divislon of the Cityodf 
Detroit feels that the tax has praduced no unexpected ad- 
ministrative difficulties, and that the percentages of cest 
to yield was below 2.5 per cane a figure which ia as low 
-as that of moat -largs at The experienca of Netrolt 
dees not seem to indicate that the allowance ek personal 


exemptions increases administrative caste in a large eity. 


Should There Bo Creduated Rates? 

We have seen in Chapter IZ that New York City 
ie the only laces community with the income tax which 
has graduated rates, and these retes apply to 


residents of Hew bree Cre. Let us consider the 
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arguments which hava been used for and against graduated 


rates in a local income tax. 


The Case Fore 

fhe argument for qraduated rates ia baged on the 
principle that those with higher incomes have a greater 
“abilityetoepay" than have those with Lower incomes, and 
that the higher incwsas groups should bear a proportionately 
greater tax burden. A tax with graduated rates, so tha 
argument gees, taxes people more in accordance with their 
ability to pay than does one which tanas @11 taxable Lancome 


at the same rate. 


The Casa Against. 

Like the miestion of whether or net to allow personal 
~exenptions, administrative considerations have been used as 
a Major argument aguinst graduated rates. While city officlala 
are relatively satisfied with the administration of the flat 
vate local income tax, they feel that the added administrative 
problems and coste due to graduated yates would eutweigh any 
arguments from equity in favor of quacduated yates. And they 
point cut that these local taxes, moat of which have rates 
of preqression, 


a 


of 1%, would not admit of much of & rang 


ang thet graduated rates would net change the diaposabia 
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income of any taxpayer significantly. 

A second argument used by some city officials against 
graduated rates is the inoreased Gangar of dislocations dus 
to the tax. Highex marginal ratas, the argument goes, could 
inorease the danger that high income residents not working 
in the city would move out cf the clty, and that high income 
non-recidants working in the city would aeok work outside 
the city, in order to escape the tax. 

The thicd arquuent against ovaduat ated rates is actually 
the etrongest argument, as far as Massachusettes comuunities 
are concerned. As wa have already seen at the beginning of 


this chapter, it is now unconstitutional in Massachusetts 


fox elther tha state or a local government te levy a tax with 
graduated rates. There wlll in all ‘Like ithood be a referendum 


—in-1968-in Massachusetts on the questien of allowing an 
income tan with oraduated rates. If approved, a graduated 
Ancoma tax would be conetitutlonal in 1969, However, sinca 
a similar referendwa in 1962 saw a gzaduated income tax voted 
down by a ratio of 5 to 1, it deas not seem likely that a 
graduated tax wlll ba constitutional even by 1969. For this 


reason, the income taxes which we will sider as possibllitias 


for Boston will be ones with flat seater. 
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Now that wa have coneiderad thea argqumenta for and 
againes different types of lecal income taxes, we ehall 
econgider the revenue productivity, the burden by inocme 
glass, a theoretical anslysais of, and the results of & 

' Qeentlonnalxe on, the poesible economia efifeata of diferent 
type incoma taxed. tha different types which will new bea 
conaidexad ager a i pex cant taxon the coaxed and investismt 
income of residents of Boston and on the income eased in 
Boston by nonereridestes a 1 per cank tex on the incoma of 
vosidents of Boston and on tha income aaxned dn Boston by 
nomeresideatar end a L pox cank tax en the earned end investe 


-Mene inesme of regidentea of Bostom, Each of these taxes wilh 





be considered with and without a $000 pexconal exemption, 
end with and without tha imnelueios of the nek profite of 


Booten corporatiass. 
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ef Boston reaidents im 1963, and a L per cent tax on the 


to, would? have 





income earned in Hoston in 1963 by nomereside 
produead ana estimatad $22,549,000, Noneresidents would he 


Pees A zibuted GRO eGe 14,330, ox alinook 69 por cesk, Of this tetal. 
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Tf the net profits of Borton corporations had been Included 
Meena tax besa, the revenue would have baen an estimated 
$24,082,000. Zi a 6600 personal exemption had been allowed, 
the personal inceme tax would have raised an cacuinenes 
$15,486, 000, of which approximately $7,768,404, or about 
$0 per cent, would hava come from non-residents. IE the net 
profits of coxporations had been ane in thie tax base, 
a 


the revenue would hevs bean an estimated $18,027,000.7° 


LE all of the revenue had been used solely to reduce 





property taxes, the l par cent tax on personal 
have allowed a reduction of $14.90 in the preperty tax rate. 
“$f the tax on corporations had heen sdded, tha total reduction 
would have been $16.70. If the $600 personal exemption hel 
Been allewed, the reduchions would have hee $10.70 and 
-$12.50, renpectively.?° 
Tablas Vie2 ard VI~3 give the incoma tax payments and 

the corresponding property tax reductions for different 
incoma groups in Boston for the 1 per cent tax on personal 
incoma, and for the same tax with a lL per cent tax on the nat 
profits of corporations in Boston in 1963. ‘Thase two tables, 
as well as future tables dealing with the net burden of 


different type texes, are based on the assumption that ali 


the revenues from the tax would ba used in Lieu of property 
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taxes. The tables alao give tha not gavinga for each group, 
after allowances for the fact that both Local income taxca 

and local property taxes are deductible on tha federal income 
tax forma. It ia also assumed in thase tebles, as well es in 
future tables dealing with the net burden of diéferent type 
taxes, that Col, #1, Net Savings after Federal Pas: Dacluck ion, 
applies to both property ewners ond renters in Boston alike. 
Ghat is, it ia esaumed that thase whe rent pay in venta due 
te property taxes an amount equivalent ¢9 what these in the 


=A 3 Sa <3 oh pe LE Se Ses & mera my ¢ opts Sa Ae ais os ee oes 
sane income clasa pey in property taxes, aftes consideration 


of the federal tex deduction of property taxes. Ye de thus 


assumed that the rents which they pay exe equal to what they 





would pay if thera ware no provarty 
—. to what those im tha same inceme class poy im property taxes, 

—wghlowing for the federal tax deduction. 

“table Vieg shows that all ineeme clagsea in Boston 
exeept the highest: Income class wowld wither break even or 

experience a net eavinga widar a i por cone Detwoltetypa tax 

without personal exemptions. The bagle season for thie is 

the fact that noneresidents would pay juat under half of 

the total revenue. “Het savings as a poxaentaga of income" 
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TABLE VE? 


HEY BURDEN ON BOSTON RESEOENTS OF A 
2 PER CENT DERROLTOTYES TAX WETNOOP 
PERSONAL UABMPPEGHS se LESS 




















Het Say eee heal Het Savings 
income FBroperty Fedornal Tax Daduce ao & 
Money Income fax fax tion Me = pe Pescentaga 


Before Taxes Ravment® saving (3) = (2) ef Income 
(13 (2) (3) (4) _ 45) 


$2,600 5 § 23 G6 18 Leds 





2,600 1S 3. 16 0.6 
3,860 32 31 ewan oc 
5,650 43° 43 oe aon 
6,200 56 64- 1 O62 
7,600 72 a3 10 Gol 
9,800 93 LOS 13 Ook 
13,800 133 156 14 Oot 





29 409 266 238 -& soci 





eee ye Sere Dees UoGo GOVELNMENS 
Peincing Office, July, 1964), pe. lg-l3. hia atudy 
broaka down “Honey Income Before faxes? inte tha 
aifferent income categories, The base of the tex 
io conaigered to be all, forma of money income except 


the followings wolfave bebe ata, Soaiel pees 
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GABLE Vie? = Conbdinued 


Peouxces Appendix B&B, Table 1. The savinga in the property 
tax rate of $14.90 per thousand is multiniied 
timaa Colwm (3) of Table 1, Assessed Valua of 


faxabila Erovertys 1863. 


sources ‘his column de formed by subtracting Columns 2 - 
from Colum #3, and then taking Into secount the 
daductibilicy O£ local ineome and property taxes 
eon the federal imcoma tax form. The mathod used 
in determining the change in federal tax Liability 
as explained in Table IZt-5, 


TABLE VER 


ed OF A 1 BER CEI? 











BOSTON RESIDE 





Fags £5 So FST . 
Ey CGMS BAH WW PE em) 
sad ST 2 TIM LP ey Rares 
Bi PSD éh 3 PER GE nv eet CaS Fae Nesey 


4 G? CORPGRATEIONS IN BOSTON IH 1963 










Income Preoerty Nek Sayings 
Money Income Tax. Tass ae Pee 
Bafore Sm Faxes E sees Se iy wees at 

() (a) G3) 
$ 1,600 3 5 $ 25 
2,660 15 34 
3,800 31 33 
5,000 43 48 
6,160 56 Ta: 
7,600 Va 93 
9,800 $3 _ 122 
13,800 -133 167 
27,400 266 289 


“sources U.S. Dapartment of Labor. _Bureau of Labor Pree oe 

a Consumer Expenditures and T es in 
the Northeastern Region, 1 : S Report 237-34, 
Supplement 3 2 Part A, Po lée Che Table 2 of this 
chapter. 
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TABLE VIe3 = Continued 
Psources Appendix B, Table 1. ef. Table 2 of thia chapter. 


Csources CE. Tabla VI-2. 


to the fact that they pay the highest percentage of income 
4n property taxes and because the income tax, which exempts 
such forms of income as welfere and social Security payments, 
pensions, and military pay, is pragresaive up to the $7,630 
income level. The two income groups which would exporience 
the next highest "net savings ag a pereontage of income" 

are those carning $7,600 and those earning $9,600. Though 
the income tax is slightly progressive throughout these 
income stages, the property tax i6 aleo progressive through 
these income stages. The highest inceme groups would 
experiences a net digsaving hecauge of the progressive nature 
of the income tas and the regressive nature of the proparty 
tas at Ciet level cf income. 

Wable VE-3 showa that all incoma classes in Boaton 
would experience a net savings under a L per cent Datroite-type 
tex without personal exemptions and a 1 per cent net provits 
tax on cerporationg. Noneresidents and corporations would 
pay over 55 per cent of the tax reventie. For the reasons 
mentioned just above the highest relative savings would he 


exporlenced by the two lowest income groups. 
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fo the extent that prices fall because of the tax, 
certain consumers will be benefited. Residents cf Boston 
would receive almost all the benefit of a fall in prices of 
those firms which opsrate on a purely lecal basis, eog., the 
corner drug store, Members of the Boston metropolitan area, 
including the non-resident working force, would recaive a 
good part of the benefit of a fall in eiecah iced of those 
firms which sell to a metropolitan population, @oGao the 
large department atores of downtown Bosten. And these who 
live outside the metropolitan area would benefit from a drap 
in the prices of those firms which market their preduct mainly 
in other areas, GeGoe, Cartain manufacturing concerns. 
Lf the tax were to cause a fall in the prices of firms 
in Bosten, it would serve as a subsidy te many nonexesidents, 
“both these living in the metropolitan erea and those Living 


outsics Lt. 


Theoretical Analysis of Poesible Economie Effects. 

The substitution of a tax on both the investment 
ees and business income of residents of Bosten and on the 
income earned in Boston by non-residents for higher rea and 
personal property taxes could preduce effects on four different 


aspects of the economy of Bostens; investment in Boston, the 
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labor market, prices in Boston, and residential location. 
Let us consider each of these aspects separately. 

Investments There will be two separute forces inducing 
business to increase their capital/lLabor pation: or to 
substitute capital for lebor in the production of their 
gceds. The £irst influence for such a move is the fact that 
the lower property taxes would lower the cost of capital gaods, 
especially buildings. Becondly, because the income tax could 
lead to demands for-higher wages and salaries, there will be 
another inducement to substitute capital fer labor. This 
pressure for higher wages and salaries would come mainly 
' £xyom non-cesidents cf Boston, who could avoid the tax by 
seeking enploymant outside of Boston. 

fhe fact that businesses will be induced me substitute 
capital for labor dees net necessarily mean that the incense 
tax would cause a cut in employment in Beston. For the 
influence of the tax on business investment wlll be a function 
of two fasters, tha change in costs due to the tax, Laaeene 
change in demand for the goods seld by Boston firma. If the 
net effect of the tax is to lower the total costs of a 
business, and if the impssition of the income tax causes no 
significant drop in the demand fer the products of the 


business, the rate of return cn investment within the City 
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of Boston by the business will increase, and business will 

be influenced in favor of expanding operations within the 

: eity. And, despite the fact that there would be a tendency 
to increage the capital/laber ratio, the expansion of business 


could be great enough to causa an increase in exployment. 





Prices: ‘The effect upon the prices of the firms in 
Boston will depend on two factors, the effect of the tax upon 
the emana’ far the coods of the firma, and the effect of the 
tax on the total cost structure ef the firms. 

Lf the net effect of the income tax and the lower 
property taxes is te lower the dispogable income of consumera, 
which in tura leads to an decrease in demand, there will be 
a lowering of peices, at Least im the shert run. If the net 
effact is an increase in the dispesable income of consiwmmers, 
there will ba an inereage in pricas, at least im the short 
xune Thosa firma which sell mainly to residents ef Boston 
would, unless theiy gecds were "ingertoy >? goods, experience 
an incresss in the demand for their preducta, sinca all 
residents of Boston would experiance a net savings fro the 
tax. Those fixswe which sell a good part of their goeds to 
the noneresident labor foree would, wnless thelr goods ware 
“ingerlor" goods, experience a decreare in the demand for 


their products. 











, 
; 5 
: : 7 F t. 4 
O - _ 
t ee vie 7! 7 i SA 7 
i at © gy e " ce Vere, 8 ie 
7 % 
2 Pex te : a - hs vom? : @ ~ 
’ Ra oe * a Pa ( on 
7, rt? , a j- ey : es ante a fi a. 7 - yo 
' 7 : ' 7 ; ; 
- ny i? : i UJ i 
» i. — : 7 J zi are 
oy 
’ of 
; i 
ri : 
a) n i a ih 
: \ 
: , ‘ z f 
; i= rT bee ri: ’ oi ' Mite 2 
i 
a ’ 7 
@ <onll ae i 
os f a a : e 
. 7 ’ : : nas) é 
- 
ye. mn h, toy ) din We i cs 
: ¥ q os : ‘ a + 
' My t 
* 
i 
i 
; ; 7 ; 
au "Th : 
ms a 
a 
~ : ’ 
Tt Fo: i : : 
" 7 - : oe! . 
- : ° 
, : 2 ’ Py » 
= + yy 
, UJ 
' ry ae yi 4 
of 7 i ' 
. ! L a 1 Si yt ba 
i 
; 
_e ' : ye Vv 
: i i 
- ¢ i : ' Vy _ i 
iy, - - 
' ; ae aa eo oe SC BhwIB obtet, 
>= , 
« - a : - a 2 
oe wi a T - > 4 wD 
i ar) he one ' Eee 6, 
est - 7 7 7 
A Gawe.= 
- > , 
A : : 
lite - 
4) ; F 
: > 1 Ti 0. , = 
‘ \ 
A 
wr Uy = 





287 


The effect of a change in demand on longerun prices 
is indeterminate undax conditions where commetition is not 
perfect, since a contraction of operations due to a drop in 
demand can lead to a price increase, If the business is 
operating om a costeprice ratio basis, and Lf the contraction 
of operations causes an inexease in the average cost of 
production. Unlike the perfect competitor, the imperfect 
competitor faces a downward sloping demand curve. Because 
of this, the equilibrium position can be one at which hia 
average cost curve is falling. A dacrease im production in 
this case causes an inerease in the average cost, and. an 
expansion of production causes a decrease in the average coste 
Under perfect comeetition, a fall in demand leads to a Longerun 
fall in prices, and an increase in demand leads to a Longerun 
inexease in prices. 

ee 2 the tax causes a decrease in the total cost 

atructure of a firm, and if the figm is operating on a 
cost«price ratio pasis, there will pace tendency for the 
fixm to lower prices both in the short run and the long EU e 
If thea firm is operating on a competitive price basis, a drep 
in total costs will not necessarily lever prices in the short 
zum, Savings in costs may be im fixed costs alone, real 


property taxes, and the variable coste, walch include labor 
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costs, may experience an inerease, If this hapeens, the 
marginal cost curve of the firm, ita supply curve, would 
vise. In the leng run, hovaver, the savings from the real 
property taxss are reflected in the aupply curve of tha firm. 
The long-run supply curva is lowered by the fall in total 
coats and, if the demand curva for the industry ie downward 
sloping, there will be a dscxease in price. 

whe Labor Market in Boston: Because non-residents 
could escape the inceme tax by seskineg Work outside Boston, 
there would be a tendancy for the laber forca te ahift out 
ef Roaton. And these residents working ia the elty whe could 
find comparable exploymeant outaide the elty could ales escape 
the tas by moving outside the elty. The tundency ameng resi-~ 
dents, howaver, should bo more than offeet hy the savings in 
pyroparty taxes and/or rents in the vast majority ef easea, As 
fable Vi-2 shows, omly the highest imeome clasa in Bouton | 
maura experience a net dissavings under the tau. and tals 
dissavings would be @ vary insignifieant percentage of income. 
ény change in tke supply of labor, therefore, should coma 
mainly, 4£ not entdsely, from non-residents. | 


Residential Location: Since oaly the highest income 


S 


class in Boston would experience a net dissavings under the 


Paty 


tax, and this a very small net dissavings, there should be 
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little or no incentive for residents to move out of the city. 
And, because most incomes groups would experience a net 
parincs, there should be some incentive for noneresidents 
to move ine 

This question will be discussed more thoroughly in 
the theoretical enalysie of the Philadelphia=-type tax, where 
we compare the possible effects of this tax on residential 
location 1 with the possible affects of the Philadelphia-type 


TAN o 


Questionnalres 

Although the questicnmaira which was sent to businessmen 
im Boston did not specifically mention this tax, it did 
mention a tax which would be very similar ta this one. As 
~gheown in Appendix C, of the 97 who expressed an opinion oan 
‘the desirebliity of a 1 per cent tax on the income earned in 
the City of Bosten by non-residents, and on the earned income 
O£ Boston residents, 83, or 86 pen cont, said that they would 
not. be in favor of the tax. Of the 86 whe responded to the 
question of whether Or not such a tax would influence them 
€o contract er expand operations within the city, 31. ex 36 


per cent, replied that the tax would influence them to contract, 


3, OF 4 per ce ae paid that they would expand, and 52, or 60 
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per cent, replied that there would be no change in operations 
aus to the tax. 9 
Another tax which was specifically mentioned in the 
questionnaire, and which Ls somewhat eomtien cee the tax on 
the income earned im the city by non-residents and on both 
the earned and investmant incoma of Bostonians, is a supple- 
ment to the Massachusetts personal taxe This tax would be 
a tas on both the esxned and investment income ef Bostonians, 
and could be adapted to include the income earned in the elty 
by non-Boastonians. As shown in Appendix C, 79, ox $2 par 
cent of the 66 wha answered the question of wheather or net 
they would be in favor of such @ tax, answered thet they ware 


not in favor of such a tax?” 


And thare was unanimous 
opposition to such a tax from the business leaders and 
 ¥Yepresantatives and members of private research groups, whom 


40 they expressed a strong fear that a tax 


X interviewed. 
on investment income would deter neneresidents who receive. 
a high proportion of their income in the form of investment 
income from moving into Boston, end that thie would cause 
& decrease in investment in residential housing in Bosten. 
investment in residential housing accounts for a high 


proportion of the amount of new imvestment im Boston today. 


Such ef thie investment is based on the hope that a geod 
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nuntber of retired people wlll move into the city from the 
suburbs. 

The importance ta such Peace Lone to these taxes with 
xespect to the desirability of this Petreitetype tax will 
be considered in the conclusion to Part If of this chaptar. 
. AJfax on the Earned Income of Baston Residents end the 

Income Earned in Boston by Non-Residents 
| 4&1 par cent tex on the earned income of Boston 
residents and the income earned in Boston by non-residents 
in 1963 would have produced en estimated $20,392,330. Non 
residents would have contributes $10,544,320, ar almest 52 
per cent, of this total. Ii the nat profits of Boston coxporae 
tions had been included in the tex anys the revenue would 
have been an estimated $22,923,021, If a $660 personal 
exemption had been allowed, the personal income tax would 
have raised an estimated $14,301,304, of which approximataly 
$7,768,404, ox almost 54 per cent, would have come from non= 

esidenta. If the net profits of eer ocrations had been 
included in this tax base, the revenue would have been an 
estimated §16,841,995.%! 
If all of the revenues had been used solely to relleva 


& 


property taxes, tha 1 per cent tax on personal income would 


have allowed a reduction of $14.10 in the property tax rate. 
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Tf the tax on corporations had been added, the total reduction 

would have been $15.90. If the $600 personal exemption had 

been allowed, the reductions would have been $9.90 and $11.76, 

respectively.** 
Table VIe4 givee the net burden on Boston residents 

of a jl per cent tax on the business income of Boston residents 

and the income earned in Boston hy Fomeree aches fable Vie 

“does the same for thie Philadelphia=type tax end a tax on | 

the net profits of corporations. Both tabler are based on 

the assumption that all the revenues from the tax would be 


used im lien of property taxes. 


TABLE Vied 


HEY BURDEN ON BOSTON RESIDENTS OF A Ll PER CENT 
PHILADELPHILA“TYPR PAX IN 163 














Net Sayinaa 
Income Property Net Savings AaB a 
Money Income Tax Tax After Federal Percentage of 
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TARLES Vet » Continued 


3sourcaz: U. S. Department of Labor. Bureau of Labor Statistics, 
Consumor Experditures and Incomes Urban Places in the 
Noxtheastern Region, BoSG~)9G1. BIS Report 237-34, 
Buoplemant 3 = Part A, Ppe la-l3. This study braaks 
Gown “Honey Income Before Taxes" into tha different 
incense categories. The base of this tax is considered 
to be all forms of money income except the fellowings 
welfare payments, Social Security payments, old aya 
pensions, diseblidiy payments, military service 
payments, and all forms of investment income. These 
forms of income were eaubtracted from Column (1), 
“Money Incoms Befers Taxes," to datexmine the base 

ef the tax. 





Ysouress Appendix B, Table 1. Cf. Table 2 of this chapter. 


Csources Cf. Table Vi-2. 


TASLE ViIed 


NET BURDEN ON BCSTON RESIDENTS Of A 1 PSR CENT 
PHILADELPHIA@TYPS TAX AND A L BER CENY PAK OU THE 
HEL PROFETS Of CORPORATIONS XN BOSTON IN 1963 

















income: Property Net Sayings Net Savings 
Boney Income Tax Pare Aftar Federal as a 


Before Taxes Paymant* Saving? fax Deduction® Pexscentaga of 
Pe per Fee ices cet cea Mca ascosiiey’ CRC EE CeO ms 
(2) (2) (3) 4p (5) 
$ 1,600 § 4 $ 24 § 29 1.3 
2,600 ae 33 21 - 6.8 
3,800 28 33 5 Oak 
5,000 42 - 45 3 Gol 
6,160 7 S23 68 13 O.2 
7,600 69 89 L? Gee 


9,600 Go 116 23 O.28 
13,800 125 160 29 God 
Ook 


27,400 228 276 3a 
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PABLS VE-5 @ Continued 


Ssouraes U.S. Department of Labor. Burcau of Labor Statistics, 
Consumor I Tencmligures ene Incomas Urban Places in 
&he o_ Hor thaast: orm Region, ISSG=1 96) . 2_BIs F , Reports 

Supe lamang 3» Pas Part Ay Pde 12-13. Cf, fable 

a ck chis chapter. 





bgourcas Appandin B, fable 1. Cf, Tabla 2 of this chapter. 


CSsoureee Cf. Tabla VieB. 


As chown im Table Vie4, except for a nat dissayings 
ef 62 for these racolving §3,060 por year, ell incomsa classes 
im Boston would experience a net cavings under a 1 per cent 
Philadelphia-type tax. This would be due to the fact that 
hnonevesidents would pay ever 50 pex gent of the dncema ¢ass 
ravenue. Because the neous tax la pregressive up to the 
$7,600 Level, and the pr operty tas ie regreasive up to the 
$3,800 level, “net savings aa a percentage of Lacoma" would 
be highest for the two lowest inceita groups. Unilke the 

etroltetype tax, wider which they would experience a rents 
dilesavings, tha highest income group would experience a net 
savings under this type o£ tax, whore investment income would 
be exempt. This Palladéelphiae-type tax bacemeas regressive 
aftes the $9,800 income Level 4a reacheds 

fable VieS shows that all incesa cleaesas of Boston 


WOuld experience a net gavings under a lL per cent Philadelphians 
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typo tax and a l per cent tax on the net profits of corporations. 
Noneresidents and corporations would pay over $7 per cent of 

ine tex reventie. For the seasons mentioned just ebove thea 
highest relativa savings would ke experienced by the two 

lowest income groups. The next highest relative savings 

would be received by these caxrning $6,100, 67,600, 99,800, 

and $23,600; the first three groups hacausa the property tax 

is progresaive at these income levels, and the $15,800 inceme 
group becauge the income tax ia reqragsive at that ine 


Level. 


Fheoretical AAnivate of Possible Becnomie Ettecte. 

Feom a theoretics] point ef view, tha economia effects 
of the Philadelshiaetype tax shevid ba somewhat different 
from the effects of the Detroitetypa tax already analyaed. 

investmente There will bo a tendency fer husinepemen 
to inesease thelr cspital/labor ratios, but, Lf wa consider 
the taxes as having the game sates, the tendency will not 
be so great as with he Detroit-type tax, The pxoperty tax 
reduction would be cmaller under the Philedelphia-typa tex, 
Gince tax revenues would be smaller. If we consider the taxes 


as producing the sama amount of revenuae, however, thera will 


be a greater tendency to increngs tha capltal/laber ratio 
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wdar the Philadelyhiaetype tax. Though thea property tax 
reduction would be the same, there would have to be a higher 
rate o£ tax on wages and ealaries wider the Philadelphia@typa 
tax, There would be mora pressure fer higher wages and 
salaries, and there would be more of a tendancy to substitute 
capital for Labor. 

The velative importance ef the forces affeating the 
amoun’s of investmant will be different than under the DetroLte 
type tax. Let us Ziret compare the forces of the two taxes 
wider the asaswetion that the tax rates ase the same. Since 
the property tax reduetion will be Leas under the Philadelphiae 
type tax, there will net be ag great an incentive frem the 

_ cost side te inerease investment. If disnessble personal 


incomes would be greater then 4 would be under the Detroite 
“type tax, however, there would be lesa of a fall in demand 
for the gooda sold im Bostem. And diepesable peraonal dneore 
should be greater under the Philadeiphia-type taxe For it 
would net include 8 tax on the favasteent ineoma ef Boston 
vesidenta. . Although wa ave assuming that the income taz 
would be levicd im lieu of property taxes, we must remember 
that over 50 per cant ef the values of the property tex 
reduction would ba secalved by huainess eatsblichmenta in 


Bestca. Thus realdents of Boston would pay 160 per cent of 


rl 


y 
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the tax on investment income, but would recaive substantially 
less than 100 per cent of the property tax reduction csuged 
by the tax on investment income. “and, sinca not all of the 
business property in Bosten is owned by residents of the 
Boston netropolitan areca, it would ssem that the difference 
between the taxes paid on investment income and the property 
tax reductions dua to the investment income tax going te 
residents of Bosten would not be equalled by the additional 
profite and dividends gue to this tax which would ga to 
residents of the Boat nO8 Mabropolltas arene 

When we compare the Philedelphinetype tex with the 
Detroitetype tax under the acsumption that they produce the 
fame aliount of revenue, wa +708 thats there ara some diffe 
farencas in the relative stronath of the factors affecting 
investment. There are two reasons why investment could be 
‘greater under the Vhiladeiphia-type tex than wider the Detrolte 
type tax, Thegh the property. Sax musinetion would be tha 
gene, the demand for the preduats of Boaten firms should 
be qreater under the Philadelphisetype tax, A higher 
percentage of the ravenue would come fram non-residents, 
who presumably spend a smaller percentage of their incema in 
Boaton then de Boston residents. Secondly, the tax om investe 


ment income under the Detroltetype tex could discourage 
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investment, though this would probably not have much of an 
effect oa investment in Boston, since a substantial percentage 

of the investment by reaidents of Beston most Likely goes to 

firma Loceted outside Beston. On the other hand, there is 

8 reasen why investment could be higher under the Detroltetype 

eax than under the Phila ndelphiestoes tax. The rate of tex on 
wages and enalaries would havea to be higher afd this coaula 

inexzease business costs, thus helping to discourage Investmente 

Prices: The effect of a Philadelphia-typs tax on 

peices in Boston should be somewhat cifferent from the 

effects of the Detroitetype tex elready analysed. If we 
consider the two taxes as having the seme rates, we find 

that there eshovwid bea less ef a fall in business cents wider 


the Philadelphiaetype tax, since vevenvus would be smaller. 


a rs A 


fhnie would tend to preduce lewer prices under the Detroite 

type tax then under the Philadelpiiaetype tax, at least an 

the leng rum. There would be e second difference, though, 

as we saw in the theoretical discussion of the effects of a 
etroltetyue tax <, the effectea of such a difference is indatermie 

nate wider certain conditions. Dirper sable perconal incesie 

should be higher under the Philadeirhinetype tex. As wa just 


eaaw, Lt is not likely that all cf the taxes on investment 
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income by residents of Boston would be vecelved back in the 
form of property ¢ax reduetions and in inereased progitsa end 
Gividendsa. It is asaumed, inert that demand wilh be higher 
undez the Philadelphiastype tax than under the Detroitetype 
tax. This would mean higher prices in all cases except the 
case of the long run under conditions ef imperfeak canpatition. 
In this caee the effact of an increase in demand on prices 
is indeterminate. 

The Labor Market in Bostene Aa im the case of the 
Detroitetype tax, thera will be a tendency for nemeresicents 
to seek work ovtalide Boston in ordex to escape the tex. If 


we compare this tex with the Petreltetype tax under the 


. ASBuREtion thak they have the same rate 3, there would ba ne 
difference im the incentive offered to non-residents to seek 


work outalid @ the ety. Per $1 of.tex rerenua, however, this 
incentiva would be slightly greater under the Philadelghiae 
tyee tax, since the rate of tax on their wages and salaries 
would have to be olightly higher. | 

Again, aa 4m the ease of the Petrolitetype tax, 
resldents working im the city whe could £ind comeargble 
employment cutelide the city could alse escape the tax by 


poveng outside the city. This tendancy among residents, 


n 


however, snould be more than of€feat by the cavings in property 
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taxes and/or rents in the vast majority of cacas. As Table yr- 
5 shows, enly the $5,000 income clags in Boston would 
experiende a net dlisaavings under the tax, and this dig» 
favings would be a very insignificant parcentace of incomes 
Any change in the supply of lehor, therexore, should come 
mainly, 4£ not entirely, fre non=residente. 

Residentiol Lovations Since only the $3,600 incoma class 
in Bosten would experience a net dissavirigs under the tax, 
and this a very emall net dissavings, there should ba little 


A 


os no incentive Lor Pasidenta to move ow ef the elty. AG 
because all other income groups in Boston would experience 
a net savings, there should be seme incentive for non= 
residents to move in, ‘The eituation would be very similar 
to the eituetios which wa heve theorisged would exist under 
the Detroltetype tat. 

If there is any tendenay to move out of the city in 
order te eseave a Phaiiadelphia=type tax, heawever ie should 
come mainly from those who receiva a substantial percentage 
of their income in thea form of business income. In fret, 
those whe racelve all of their income in the form of business 
income would ba more 4nelined to move out of the city under 


the Philadelphia@-type tex than they would under the Detrolte 


type tax. This is txrua whether we consider the taxes as 


cells - Pee i % 0 
‘Oe i ow ' : v ; i 
: 7 i = none 
s : 
1 
: ; 7 9! 
i } ra wT ou a, 619 ae = 2) ent 5 @& a wan Be ae ‘i Sage hoa CF 
H - - ¢ z : a 7 - : 
ae 7 
gat 68 - ly ae, ye hams tS: 4 oh | eieths V Sei fe 
, , f 
“ _ 
WIZ ois iy GRAS Pay = wpeiteegh er ¢ 
- , 4 - _ 
; Pro vind - a odaNe 7 has ' io De - ot o opi) (of nr ae 
: . 7 4 
es bol : OU Ol eRe for) ine. ane 
aa Fr 
- Wy ‘ i) PT a 
a 7 = 















= -if 3) pair sey | - Bi Ag) yah Tia va Din a ro ata ita VaR 
I : 


; a : : 
a _ ns . a ate q 
ni _ 7 a vj : x Pies aes | geese s 
et a : Se — _ a 
- ees | ow, * ; oy, wale ine ily i ones ay Ge ‘i a 3 
: [ea ‘ ca = J eas 4% | 1 Seine © f : - pea bil tay... US aes 7 
7 5 oe : 
= ow —_ - ve be 
er . W > Srey vas ey iyi fo gn 
Sine < - Ui ee at Bh oa ee ew. aer | 
— \ i= 7 : ” : 4G 
i == Le Ga Ga shiv th a sia 
~ re = 
a jad wae i Shy fry ‘olen ia a 
- : . ‘ we 
e : * glint 4 Ty Bay eee b 
cae t+ 8 ee Ri yer | Cf in’ edi scul) Be 
‘ a : eA 
meer .: Oo. - a’ tee =. Widitee $b? Yee oto SS 
i. : D ; : i ” : : - 
al Bieter yao) Ber —SPiieber Ie o>: , gaara tay vig tea 
a U : : 
- —_ \ a se 
: ers et om! PRRs *) iki sek tafhoes ull ee 
; 7 - - _ _ : - at) 
ay) ie ew ie) AEE rime o* Pre. o tangy ay, 
4 i> : 
a ° = 
eh ee) oe ans ane YON Ob = a ‘Gia ity 
ay ; 
Bots rh tans tnam 4 cnleipbia, © | sera 
J i se 
oj! tle rs J sits, ‘pe 7: 1 aahaeiee rs 
oO - ; 
7 i iy 


a ge 


301 


having the same rates, or whether we consider them as producing 
the same amount of revenua. If the tax rates are the sate, 
the reduction in property taxes and rents would be less under 
the Philedeiphisetype tax. If the revenue yields are tha 
same, the tax rate on business income would ba higher under 
the Philadelphia-type tax. | 

On the other hand, those who receive all, or a aubatantial 
part of their income im tha form of investment imcome would 
be lesa inclined to move out of the city undar the Philadelphiaew 
cyps tae than under the Detroitetypea tax. Investmant income 
would be taxed under the Detroltetype tax, whereas it would 


be exempt under the Philadelphia-type tax. 


fuastlonnaive. 


—--. -.- OF the $0 businesses enewering the questien on the 
) 


effect of this tax on wages, 42, or 58 par cent, answered that 
the tax would cause an imereage im wages. The retaining 42 
per cent answered that the tax would not cause an inarease 

in wages. Some 49, or 56 per cent of those answering tha 
question ef the eféect on costs, answered that the tax would 
cause an inevease in costs, G, ot 7 par cent, said that the 
tax would allow a reduction in costa, and 32, or 37 per cent, 
answered that the tas would have no effect on theic costes 
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Some 28, or 32 per cent of those answoring the question of 
the effeats of the tax on prices, said that the tax would 
causa an increase in prices, i ox 1 per cent, said that 
the tex would allow a reduction in prices, and 5%, or 67 per 
cent, answexed that the tax would have no effect on thelr 
pricas. Of the 86 who enswerved the question of whether or 
not the tax would induce them to contract or expand operations 
in the City of Boston, 31, or 36 per cent, said that the tax 
woulda induce therm to contract, 3, or 4 per cent, ancwerad 
that the tax would induce them to expand, and 52, or 60 per 
cent, said that there would be no change in operations due 
to the tax. Some 63, or 86 per cent of those expressing en 
opinion on the matter, said that they were not in favor of 
the tax, and 14, or 14 per cent, said that they were in favor 
of tha tax. The reasons most often given for the opposition 
to the tax was thac the tax would drive wages and salaries 
up too high, and that the tax would dxive business out of 
Boston.” 
Tha same reaction to the tax was offered by those 
business leaders end research vecnre whom IY intorviewad. 
Their basic chjection tovthe tax was that 1& would put 
businesses in Boston at a competitive disacvantaga with the 


othar bu sinessesa in che Boston metrorelitan area. It would 
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be very easy, they said, for many firme to move just outetde 
of Boston in order to escape tha tax. As one business 
yYepresentative puk it, “Boston 4a a palivienl unit. but dt 
ie not an economic unit." 

Thie concern that firms aciid very easlly, end probably 
would, move cutside Boston in order to escape tha tax is 
based on the fact that Boston is such a ema eity compared 
to the metropolitan area im which 4c is situated, Table VIe6 
shows that, of all the eitles of more than 300,600 peapla 
which hava a local incomes tax, Pitishurgh is the only one 
comparable to Rosten in area and in the parcentaga of the 
metropolitan area population which reside within ita berdera. 
All of the other cities are Larger in area than iia Boston, 
and they all sone far a much higher percentage of chads 
matropolitan area poupvilations than deoeaa Boston. We shall 
eoneider this point and tha results of the questionnaire in 


the conclusion of Part FX of this chapter. 


Rffects of a Corporation Profits eats Theoretical Analysis, 
| She imposition.of a net profits tax on corporationa 

could have effects on investment , eine: and wages and 

salarLes within Boston. Leb us consider esch, first under 


*. 


perfect competition, then under a situation where prices are 


oy 


not perfectly compatitive. 
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‘TABLE VI-6 


AREA AND POPULATION OF SELECTED MAJOR CITIES, AND 
POPULATION OF THEIR STANDARD METROPOLITAN 
STATISTICAL AREAS: 19602 

















City Populaticn 


Standard as a Percentage 
Metropolitan of Standard Mate 
Area City Statistical Area ropolitan Statise 
(Square Population Population tical Area 
City _Mijes) (Thoveands) _ (Thousands)  Populakion 
Boston 47.8 697 2,589 26.9% 
Cincinnati vies 503 1,072 46.9 
Columbus 89.0 471, 683 69.9 
Detroit. 139.6 1,670 ae702 44.4 
Kansas City 129.8 476 1,039 45 9 
Louisville Bl ok: 391 725 53.8 
Philadelphia 127.2 2,003 4,343 46e1 
Pittsburgh 5461 604 2,405 2561 
St. Louis 61.0 750 2,060 36.4 











sees 











exCITED 


asources U.S. Department of Commerce. Bureau of the Census, 
City and County Data Book (Washington, D.C; U.S. 
Government Printing Office, 1962), Table. 3. 

Under perfect competition, the only shorterun change 
in investment within the coxporate sector would he in working 
capital. In a growing economy, variations in working capital 
are required. If the net yield of this investment is cone 
sidered insufficient after the tax, a cut in investment would 


be made, thus cutting supply and raising prices. ‘This — 
partial shifting of the tax to consumers should not be 
significant, however, sinca only a slight change in investe 


ment is possible during the short run. 
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In the long rum, hevever, investers have eufficlent 
tine to adjust thelr investment deciglons fully. ‘She corporate 
tax would have Lowered the rate of return on investrant. 
There would bo a tendeney for a reduetion in corporate 
investment im Boston. And there would aleo be a tandancy 
for an inoxrease im nonecorporate invastment im Boston and in 
investment outeide of Bosten. Thies would continue uncil the 
gates of return im the corperate sector in Beaten, the non» 
corporate secter im Boston, and both sectors eutetide Boston, — 
were all equal. 

HseRuse of the decrease im duvestment in the corporate 
seater, corporate prices 4m Boston would tend te risee 
Recause of the Enervease in sghaabeccntt im the neone-corporate 
sector ef Boston, saiecoranwate peiees in Boston would tend 
to fLalie 

Expleyees in tha corporate necher would have a lower 
eapltval/inbor ratio than hefora, and pressure for a fall in 
thoeiy incemea would be created. On the other hand, the 
ineveaga in dnvestmant 4m the nome-cesporate sector would 
create pressure toa vat ge wages end salaries im thie sector. 


The situation wider nemecamebitive conditions would 
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4s the case whore the cerpoerations had sat their prices 

bolow masimumpuoFit Levele before the profits tax was 
devied. In this ezce there would bo a tendency for prices 

in the corporate seater to rise more than thay would waders 
competitive conditions, both im the short and long run. The 
fall in ‘crranenant should net be as great in this casa, since 
past o£ the burden of the tax eould be shifted ferward to 
consuers in the form of hicher prices. And, becauca invest 
tent would €a12 less, the ctandency foe a fall in wages and 
salaries would not BS 85. Strpng.. 

The inclusion of the not profita ef corporations in 
the base of the tex would allow a further elicht eeduction 
in tho property tax rate. This would offer some incentive 
to nene-corperate bueiness to substitute capital for iscbor 
and to expand eparations within the elty, and would woaken 
the tendancy resulting frem the nok profits tax of carperatdieons 


ta curtail operations within the cliy. 


soetLonnalLze 3 
Tha resulta of the questionnaire on the advisability 
of a mek profits teut on corporations in Boston are not very 
iionigicant. This Le because the tex waa Linked te twe 
others taxes, hoth of which met with the disfavor of the 


business cexmumiey. It Le net suvpedeing, therefore, thet, 


*- 
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when a net profits tax was added on, that the tax met with 
the disfavor of a vast majority of the businass community .%4 
The question of the advisability of a net profits tax 


in Boston will be taken up in the conclusion. 


A fax on the Fartied and Investment Income of Boaton Residents . 














Al pox cent tex on the earned and investment income 
of Boston residents in 1963 would have produced an estimated 
$11,064,470. The same tax, with a 1 per cent tax on the net 
protits ef corporations in Boston in 1963, would have produced 
an estimated $13,543,161. If a S600 personal exemption had 
been alicwed, the revenue figures would have been $7,715,620 
and $10,256,311, respectively.“ 

Lf all of the revenue hed been used solely te reduce 
property taxes, the 1 por cant tax om poxsonal income would 


have allowed a reduction of §7.60 in the preperty tax rate. 


rE the tax on corporationa had been aeddad, the total reduetion 
would have been $9.40. I£€ the $660 personal exemption had 
been allowad, tha eeduetions would have been $5.48 and $7.20, 
respectively”? | 

fables Vie? and VieS give the income tax payments and 


corresponding property tax reduction for different ineome 


exoups in Boston under a l par cent tax on the earned and 
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investment income cf Boston residents, and for the same tax 
with a 1 per cent tax on the net profits of corporations in 
Boston. Both tables are based on the assumption that all 
income tax revenues would be used in lieu of property taxese 
The tables aleo give the net savings o¢ net Gigsavings for 


@ach group, and the percentage ef imcome which they represent. 


SABLE Via? 
NET BURDEN ON BOSTON RESIDENTS OF A Ll PER CENT TAX 
CN THE BARNED AND INVESTOR INCOME OF 
BOSTON RESIDENTS ZN L693 


SESS SS a SD A Sd nee Se aoa ge 

















Local Net Savings 
Income Property Net Savinags as a 
Honey Income Tax _ Pas a After Federal Percentage of 
Before Taxes Payment Saving” Tax Dedugtion™ Income (4)3(1) 
(2) (2) (3) (4) (3) 
$ 1,660 $ 5 $ 12 $ 7 Co4% 
2,600 iS 16 i senes 
3,800 32 16 #35 0.4 
5,069 43 22 oh 0.4 
6,160 56 32 o=22 -0.4 
7,680 72 43 ~e3 =0.3 
9,889 $3 54 33. =0.3 
13,809 133 76 of3 =9.3 
27,469 266 142 @32 =0.3 
®eource s at of Labor, Bureau of Labor Statistics, 
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Vabla VI cy @ 
Pgources Appendix B, Table 1. C£. Table Vi-2. 


“sources C£. Table Vi-2, 
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TABLE Vie 


NET BURDEN ON BOSTON RESIDENTS GF A 1 PER CENT TAX 
ON THE BARNED AND INVESTMENY INCOME OF BOSTON 
RESIDENTS AND A 1 PER CENT NEY PROZITS TAK ON 

CORPORATIONS EM BOSTON IN 1963 





























Local Net Savings 
Income Property Net Sayings ae a 
Money Incacue Tax Tax Biter Federal Pereentagea of 
Before Yaxes Payment" saving” fox Reduction® Income (4)$0) 
(1) (2) (3) (4) (5) 
$1,666 $ 5 $ 14 $9 006% 
2,609 15 20 8 0.3 
3,600 3i 19 ~L2 #3 
§,000 43 a7 15 =903 
6,108 56 40 od a 
7,609 72 53 LP «O—3 
9,860 93 GS @3 }, @O 2 
13,800 433 94 33 0.8 
47,4009 4266 163 ES #0 .2 
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Beourcas Appendis B, Table le Cf. Table Vie’. 


Csources C£. Table Vi~2. 


Except fox the two lowast income groups, all inecame 
groups would experience a net Gdiseavings under tha tax on 
personal incowe alone. This would be dua te the fact that 
such a high propourticea of tha property tax reduction would 
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be enjoyed by the buginess establishments in Reston. Because 
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the deductibility of lecal tax payments does not have such 
an effect on nek savings, or dissavings, for those with 
-dineomas of $3,669, $5,009, and $6,105, as it doas for those 
with higher incomes, these three income groups would experlLence 
the highest net dissavingse 

When a lL per cont tax on the net prefite of corporations 
is added, the pattern is the sams, but the savinga of the 
lower income greups are increased and the Logses of the other 


groups are decreased. 


theoretical Analysis ef Possible Economle Effects. 

The econcmie effects of a eax on both earned and 
investment income of Boston residents should differ fron 
these of a Datraltetype tax, and from these of a Philadelphiae 
type tax 

investments There willk ba a tendency to substitute 
eapltal for Labor in the production process, but it should | 
mot be as strong as in elther of the other two cases, This 
would be so whether we considex the taxes as having the same 
vYaces, OF ad producing the sama aecncel Ge revenuee Lf we 
consider the taxes as having the sama rates, the tendency to 
substitute capital for labor will bs smaller under thia tax 


for two reasons. The proparty tax reduction of this tax 
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would be less than in either cf the other two cases, and, 
because non-residents would not be taxed, there would ke less 
“pressure fox higher wages and salaries. 

If we consider the taxes as prosudi uate Sawa amount 
of revenue, tha tendency to eubstitute capital for labor 
would neil be less under this tax thar under elther the 
Detroitetype tax or the Philadelahia=-type tax. Though the 
property tax reduction would be the same, there should he 


less pressure for higher wages and salaries. Though tha tax 


Deed 


revenue from wages and salaries would almest ba equal to 
that from either of the other two taxes, all of the tax 
‘Purden would be on residents, and none on noneresldents. 
Since residents would have to move and find comparable enmploymant 
outside Bosten in order to escape the tax, the would be in a 
poorer position te bargain for higher wages and salaries than 
would non-residents, who would only have to find comparable 
employment outside Boston in order to escapa a Boston ineoma 
TAK 

The xvelative forcas of the factors affecting the 
amount of investment should alao differ, het us first compara: 
tre forces of thia tex with forces of the other two tance 
under tha assumption that the tax rates are the same. There 


Will be cne facter which would call for less investment under 
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‘this tax thon under the other two tanes, another £acter 
Which would ‘call fox more investment under this tax than 
‘under the other two taxes, and a thixd factor whose relative 
effect on investment wundex the three different taxes is 
‘somewhat indeterminate. 

- Sines the property tax reduction would be less under 
‘this tax, this factor would offer leas of an incentive to 
‘inervease investment. Cn the other hand, since there would 
be legs pressure for higher lebor costa under this tax, there 
would be less of an incentive to cut down on investment 
Yecause ef pressure for higher wages end salaries. And then 


‘there is the question o£ the demand for the goods of the 


& 
S 
) 
ot 
oe 
SH 


. Bosten Firms. Since enue would he greater under 
the other two taxes, and since business estabiie shients would 
“receive a sizable parcentage of the property tax reduction, 
‘disposable income in the Metropolitan sros would be greater 
under this tax than under the other two taxes. Hovever, ag & 
study of Tables view, Vied, and Vie? aneee) Gispogable personal 
income among Boston residents would be lower under this type 
Of tax than under the other two taxes, since theixy property 
tax reduction would he Lower. This should tzean that the 
demand for the goods of those Boston firma which eell mainly 


on & neighborhood basie would be lower under this type of 
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tax than under the othor two taxag, but this does not 
necessarily hold true for those fizms which sell on a 
matropolitan basis. Though BGaean sxesidents most likely 
spend a higher proportion of thelr imcome at these Larger 
Boston stores then do others in the metropolitan area, a 
higher disposshle iImcoma in the whole metropolitan Area could 
mean more demand for these goods uncer thia type of tax than 
under either of the other two taxes. Thus, if we compara 
this type of tax with the Philadelphia and Detroltetypa taxes 
under the agauirmtion that they would have the game tam rates, 
Wwe censiot say which tax would support the most investmant. 

Xt would depend on the relative force of the different factors 
7 which we have just desexihed. 

Let us new compare the effects of this tax on investment 
with the effects cf the other two taxes under the agsumption 
that they would produce the sams ahouns of revenue. From 
the cost side, investment should be higher under thia tas 
than under either the Philadelphia=type og the Datrolt-type 
tax. Pressure for either wages and salerles should be LEOB, 
einca none of tha tax burden would fa11 en non-residents who 
eould more easily avoid the tax than could residents, On 
the other hand, the demand for tha gesda of Boston firme 


should be lower under thie type of tax than under either of 
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the ether two tanes. As montioned just above, ail of the 
revenue would coma from rasidents, whe are assumed to spend 
a higher percontaga ef thei: incoma dm Bosten than do the 
non~-resiGent labors fexce, Thue the amount ef investment under 
thia tax compared to Che ether two taxes is indeterminata. 
re would depend on the relative Eores of the twa factors 
which we have juet mentioned. 

Peices: As im tha cave of inveatment, it in unclear 


how prices would react under this tax compared te the ether 


ba) 


two taxes. If we compare the taxes under the asswemtion thet 
they would all have ths sare ruben, there would bs lasa ef 
@ property tax veduetion under this tax. Yet the presaure 
for higher wagea and salaries would alse be lesa under this 


ot 


tax. Tha xvoleot dex 





sd is also unclear. Aga study of Teblea 


Vi-2, Vi~d and VI-? shows, the dissosable personal income of 


Bosten reaideats would ba lewey under this tas than under 


either of the other two tances. Yet, a8 Wa also have seen, 
Gisposable personal incoma im the metropolitan area would be 
greater under this tax than under either of the ether two 
taxes. Lomand for the goods of those firms which sell on a 
neighborhoad basis should thecefore bea higher under the other 
two Sanaa beet iz ie unclear how the demand for the geaods 


of those firms which sell en a metrepolitan basis would vary | 
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under the Giffereat taxes. 

| If we compare the taxes under the asnumption that they 
would produce the sans ansunt of revenue, total business 
easts should be lewer undex this tax than under tha ether 
two taxes. fhe elmination of the tax en non-residents would 
provides less pressure for higher wages and salaries. But, 
since all of the revenue would come from residents, end none 
fvom nonexesidentea, the demand for tha gqeoeds ef Bogton firme, 
especinily these which sell on @ neighboxheoed basis, should 
be less under this tax. @hus the movement of pricas under 


this tax eompared to the other two taxes 46 indeterminate. 





fhe Labor Mexket Am Boston: The effect of the supply 
G& labor of thia tex should ke quite different from the 
effects of tha other tua taxas, whether wa consider the taxes 
as having tha eames gates ox as preducing the same amount of 
revenue. Since non-residents would not be taxed on income 
eagned in Besten, the tax eshovwld preduse no tendency for 
them to seek work outside of Boston. Om the other hand, 
yasidents of Bosten who also work jn Boston would have more 
ef an incentive ta move out of Reston ard seek work outside 
the city. As ws havea seen in Tables Vie?, Uix4, end VWi-7, the net 
burden cn Beston residents of thie tax would he far greater 


than under the other two taxes. Yat, because it would ke 
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much easier for residents to seck work outelde the city than 
it would be to move outeide the city and seek work outside 
Ge city, there shovld be far less of a tendency for the 
labor farce to shift out of Boston under this tax. 
Reaidential Locations: The tendency for residents to 
mave eve of Boston would be much greater under this tex than 
under either of the other two taxes. Reaidentsa would be 
bearing thea whole burden of this tax, wiereas, under the 
other two taxes, neneresidents would bear seme of the tan 
ravdarte As show in Table VIe7, all income groups erening over 
$3,000 would experience a net Gissaving under this tax. And 
this tencency would be even that much atronger when compared 
to the Philadsiphia-typa tax, which doas net tax investment 
incomes. hose whe receive a substantial proportion of thelr 
income in the farm of investment income usually are lease 
restricted te any one realdential lecaticn gor thelr econonle 
livelinoad than are thoae whe receive most of their incene 


in the form of earned income. 


Questionnaire. 
Although the flat rate tax on the earmad and tnvextmant 
inceme of Boston residents was not specifically mantiloned 
2 2 questionnaire, a eupplemanc to tha HMasgachugetts 
in the queationnad pplement to tha } nusetta 
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personal income tax was. This supplement would differ from 
the fiat rate tax in that investment income would be more 

. heavily taxed than would earned income, Of those who 
expressed themselves either in favor or eee £avor ef the 
tax, 79, of $2 por cent, said that they wore not in favor 
of the tex. Only 7, or & per cent, eaid they would be in 


fayor of the tax, *7 


The same reaction to the tax was offered 
by those whom I interviewed. The beste renson given Lor 

the opposition to the tax, both in the questionnaire aud in 
the interviews, was that such a tax would prebably drive 
residents out of the city, or would at least hinder the 
‘hoped-for return to the clty of the middle class. 

The lisportance o£ such reactions to this tax will be 


considered im the conclusion to Part If of this chapter. 


She Administration of These Taxes. 








Of tha eix taxes we have just considered, a tax om all 
income ef residents end income earmed in the city by non= 
residents, a tax on all earned incoma of raglidenta and incense 
earned in the city by noneresidenta, and a tax on all incona 
of residents, each tax with and without a corporate profits 
tax, the following is the ordar of administrative facility. 

1) Tha easiest tax to administer would be a tax on 


the earned income of Boston residenta and on the 


i 
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income eared in the clty by non-residents. As we 
gaw in Chapter IX, the ¢ aperiLence of those cities 
with this type of tax has revealed that there is 

no serious evasion in the case of wage and salary 
income, Those who ara selfeemployed and those whe 
work far small businesses can pose & slight problem, 
but we have seen that evasion is not serious, nox 
ote the coat of administration extremely high. 

Next would be the aboveenentioned tax along with 


&@ tas Gu the nat nrefits of corporations. Thosa 


z 
pa 
Pa 


eommnities which have taxed corporate prefite 
have experienced no partievlar Giffieulty in 
collecting the tax. This has been due to two 


factersi corporations have been diligent in 


reporting, end corporate earnings usually can he 





easily ana thoro oughly awiited. ~ 48 


A tex on BLL imcome received by residents of Sosten, 
whether earred or investment income, would be the 
next easiest to administer. Although the city ef 


Detroit has shown that the faers over the administrae 


tive problems of such = tax may have been exaggerated, 
thie tax doeas predent a problem which the ahoave two 


taxes do not have, The fact that there is no 
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withholding fren investment incoma makas the 
enforcement of the tax more difficult. But the 
enforcement can be effeat sive, ag Detroit has showite 
The amount of money collected from Detroit residents 
in 1962 was equal to the anount of money which 
officials had estimated shovld be collected. Thair 
hasis of estinate was the U. S. Bureau of the Censue 
figures on income earned by casidents of Detroit. ”? 
Wext would bea a tax on all income received hy 
res dents of Boston and on the net profits of 
Boston arnavee ions 
A tax on all income received by Boston residents 
and on the income earned In Boston by non=-reeldents 
euld be next. A reading of paragraphs #1 and #2 
above showa why this tes would be more diff€icult 
to administer than a tax on all income received 
by yvesidents of Boston and on the net profits of 
Boston corporations. Collesting the tax from those 
non-residents who are eelfoenployed er who work fox 
small businesses would be slightly more difficult 
than collecting a tax from Boston corporations. 
Finalhy. the tax which would include all the 


poselbiliities mantioned above would be the most 
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aL ffieult to administer. That would be a tax on 
all income recolved by Boston residents, on income 
earned in Boston by non-residents, and on the net 


profits of Boston corporations. 


Conclusions of Perk IT 
Now that we have shown the burden by income class, 
‘given a theoretical analysis of the economle effects, and 


shown the resvits of a questionnaire om these taxes, wa must 


1 4 § yy te an 27 9 0, ha & yres Ld Fq Sank eo at % & Sey 
treat the most important question of the advisabiiiny of 


these diffarent type taxes for Boston. 
A Tax on the Incama Eerned in the City by NoneResidents 
and the Incame of Residenta of Boston. 

ZZ it de true that the infivu: of the non-resident 
lshor force inte Boston imposes a net burden on the Boston 
taxpayer, "9 then a tax on the income earned in Boston by non= 
vealdents, and on both the earned and investmant inceme of 
Boston xregidents, would improva the equaty of the Boston tax 
system. At would do so because it would ten non-residents 
only on that portion of theix income which was earned in 
Boston, and Lt would substitute a slightly pregraessive tax 
cn Bostoniana for a portion of a slightly regressive cane? 
And, ag ths eupeciance of Detroit has. shown, such a tax car 
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She tax on tha income carned in Boston by noneresidents, 
and on the earned income of Boston xesidente, would also 
| improve the equity of the Bosten tax system, but not to the 
extent that the tax just mentiencd would. This is because 
the tax on earned income alone, with no personal exemption, 
is progressive only up to the $7,600 income level, becomes 
proportional up to the $9,860 incoma level, and then becomes 
vegressive, And it too can be administered efficiently and 
economically, as the experience of Philadelphia, Cincinnati, 
Ste Louis, and other eities has shown. 

But what of the effacts of aither tax on business 
investment in the Clty of Boston? As we have seen, businesa« 
man and business representatives are of the rather general 
opinion that a tas on the income earned in Boston by none 


residents would force many businesses to move outeida of 


36) 
& 


Bogton in order to escape what would be a campatitiva disgade 
vantage. A good number of firms have even claimed that they 
themselves would move outside of Bosten ££ such a tax weat 
inte effect. | | 

What weight shovld be given to this reaction by 
businessmen? Should it ha just considered tha typical reaction 
of businessmen before a lecal income tax, and that, after 


the tax goes inte effect, as has happened in all of tha other 
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major cities, the business commmity will come to favor the 
tax? Should one think that the experience of Pittsburgh, 
which is not much bigger in area than Boston, and which 
contains even a smaller percentage of its metropolitan area 
population than does Boston, has shown conclusively that such 
a tax is not a deterrent to investment, and would, if given 
-% Chance, fall into fever with the business conmundty of 
Boston? 

Such an evaluation would not, Z think, be either 4 


+ os 
e 


fair or an accurate one. In the £ 


toh 


vat place, many of its 
surrounding commmities adopted the income tax at the same 


time, or soon after, Pitteburgdh did, his was because these 
neighboring commmnities wished to receive thea taxes paid by 
“thelr residents whe worked in pitteburgh.?4 There is no 
assurasnca, however, that the neighboring communities of 
Boston would adept the tax once Boston did so. Secondly, 
the structure of business investment in Pittsburgh when it 
adopted the tax differs from the structuve of business 
investinent in Bosten today. 

The structure of investment in, Boston today diffars 
frem the structure of investment in Pittsburdh in 1954 in 
both the type of investment end in the sige of each firm. 


Business establishments in Bi cents Ware ian 1954, cake stilt 


ee 


are 


i 7 a 
pe ae f a : 7 
on an : : 7 - 7 
ee = 
on ye oe nee r fae) re 
mie cae a\ dif ames om : 


Aig? : : a a 
- : s =F 7 
25 5 - + ied © 1A ‘ete 
es : : - 
- . - a 7 - a 
ras Pe : ie 9? [ea in as 
a a 
~ 2 al : ae a ; ; oe aa a 
: uae P Pod nal 
ke derimer? . —_ - is 
a - 
' 1 - ee 7 : — F a 
: - 
¢ co : i any il 
2.) Jb> ene 
oT a ' ae 7 
D a5 pee 7 : ; | i 
- ~ 
iS = i un ie O4 PL yea - 
w wipes : - i * ce ) 
a “al Cs oD 
wnt = : : (1¢ 1 : ay 
H is PW 5 _ 7 a , 7 \ 
9 hale bi: ie | ut? 4 
‘ a 7 . - 
- i : hea Zz 7 : : aed 
ay : : 
7 ae 1p prt) Gime : At th 
: a ! (prs 
i: + 7 
[ a) yD ae : aie | sow na) 2 7 ’ | ; r fc 
as - yY ; vies 4 ; “: an = Ue a 
7 a > a 
. vit... : - = 
i i be 
; - (an © Ma ~*~ aT) ‘a opr ie sig ay Oy eo 
iy i= ae a st ve : | a ee 
7 i 
- s 









a a a i aati aed i Rear 


le 
bere 
' 





es accep 





323 


are today, predominantly large manufacturing firms with large 
amounts of plant and equipment leceted within the city's 
borders. Oa the other hand, manieaceueing firns in Boston 
operate on a much smallex basis, and do not already have such 
large amounts of capital already invested in Boston. It would 
be much easier for manufacturers in Boston to move out of the 
city than it would have been, or would ba now, for manufacturers 
to move out of Pittsburgh. Secondly, an enormous amount of 
investment: in Boston has been in the service industries and 

in the finance industries 97 It is estimated that, from 
1947 to 1957, eaeiorene in manufacturing in Boston fell 
£~rom 111 te SL thousand, and employment in the service and 
finence establishments inereased From 92 to 107 thousands”? 
And, from January 1, 19690 - Decenber 31, 1963, ef tha 6240 
million worth of building permite taken out for construction 
‘which would be taxable, only $12 million was for manufacturing 
facilities, and some $90 million was fox banks and office 
buildings. These office buildings ere urgually sented out 
to a large number of firma which do not operate on such a 
large sesle that it would ke worth while for them to build 
their own bullding. Thus the structure of investment in 
Boston today is one which is not primarily geared to manue 


facturing, and it is characterized by a Large number of firms 
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Operating on a gvather small scale. 

Bow shewid this definite ¢xend te service and financial 
industeies rather than manufacturing atfcet any policy 
decisien with respect to naw taxas? It showlid affect it in 
the sense that it tella us that Bosten teday 1a less attractive 
for a manufacturing establishment than 4 ie for the service 
and financial establishments. The decline in the atrractives 
nesa of investment in manufacturing dm Rosten is due to tha 
fact that the now manufacturing techniques usually raquire 
fares emounts of space, which ig moe veadily ayalleble within 
the city, and becauda the chenges in exansportation and the 
growth o£ supavhichvways have now made it poseible fox such 
manufacturing ¢o move te ageas in the suburbs which ara not 
| even serviced In eaile-® 

Tha recent boom in office employment and construction 
is dve to the fact that the central business dietriet offers 
teromendous advantages to banks, law firma, securities dealers, 
insuranca agente and beokera, advertiing agencies, business 
serviee firms, and consultants, Information Lea theirs peinoloal 
preduct, and their business frequently requires facesto-face 
contact between buyara, sellers, ond advisors. It ie also 
because dawatoun Boston 46 a ragienah, and, to acma Gegrea, 
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operations. Ag such, it attracts move activities of the sama 
kind.?? 

Since momifmeturing estebiishmontse can afferd amy 111 
effects from a new tax mich less thaa can many other business 
establishments im the eity, any now tax should be adepted se 
as to minimize any 111 effects of the tax on manufgactugers .° 
Since a tax on the income earned in Beaton by nen-residents 
would run the canger of putting the cmpleyers im Boston et a 

mokitive disadvantage with thoge outside Boston, and since 
these exployed in manufacturing establishments are mainiy in 
the lower and middle incemea classes, and net in the vpser 
‘$neome class, the allowance of a personal exemption would 
minimise amy porsible competitive dissdventaces fer & Mante 
factarer in Bostome!” Employees of thease fieme which employ 
mostly loveinmcome and middleelmeame help, evich ag manus 
facturers and retallera, would pay xvolatively less ef the taz 
burden than they would if thea tax hed no exemption. Such an 
exemption could be $600 per worker and dependant, as Detzolt 
has, or even $1,000 per worker anda dopendente And, as ghown 
in Vable 1 of Appendix D, a tax on earned income alona, with 
a §600 personal exemption, is progrossive throughout the 
whele incomas range, when the basia of comparicon is a family 
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that the influx of the non-cesigent labor forca into Besten 
imposes a net burden on thse besten tax~payer, a flat rate 
tax, with a §609 personal exomption fer the taxpayer and 
each dependent, on the earned incema of Boston residents and 
on the income earned in Boston by non-residents would in@ 
crease Bubsatantially the equity of the Boston tax system. 
But, even with a minimisation of adverse effects on 
manufacturers and retsilers, would the earned income tax 
Btill be too great a detexrent te bueinesses in Beston tea 
warrent its use? It is true, as stated above, that many 
businesses fin im the central business Aiserict of Boston 
many advantages which many ether parts of the metropolitas 
area cannot offer. Yet a glance at the map of thse Roa ton 
Standard Metropoliten Statistical Area in Appendix EB shows 
that about 75 per cent of the perimeter of the town of 
Brookline is adjacent to soma part of Boston, and that 
Brookline extends very close to the central business district 
of Boston, Such a town can nilmest match Boston as a location 
fox face-to-face confrontation with those engaged in the in~ 
formation industries. The City of Newton, which is adjacent 
to the western part of Basten is not so close to the Boston 
contral business district, but it ie only some cix to eight 
miles from downtown Roston, and itis locatea very closa 


to tha place of residence of a large propoytion of those 


who axe employed by the service and finance establishments. 
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im Boston. There would be a sarteas danger that thesa two 
communities, Brockline and Newten, would gain such types of 
business at the expunse of Boston, 1£ Boston had the earned 
income tax and these others did mot. Of the other communities 
in the Boston metropolitan area, none can provide hoth the 
face-to-face contact between buyers, sellers, and advisers, 
end the proximity to a labor feorca whieh could staf? the 
“oteices o£ these sexvice end financial estabidahments 59 
Although the competitive dleedvantage to manufacturers 
in Boston would be decreased by the allowance of a personnal 
exemption, there would still be a danger that those manu fnckurers 


im Boston whe are just struggling to survive might ba induced 


ag 
to mova just outside the clty in erdax to escape the tax. Or 
manufacturers planning to build in or near Boston because of 
the availability of lebor ond proximity to the market might 
cheosa a community just ovteide Boston, instead of Basten, 
heantiae ef the tax, Such a comeunity could be either 
Canbridga, Watertcwm, Somerville, or Quincye Each ia enh 
industrlLal commnity, each io adjacent to Boaten, and each 
Ze eo located that i¢ can be reached relatively easily and 


economLenl ly by a larga proportion of the industrial workars 


3 


& 


in the Boston metrorokitean area, The other caummitiesr in 


< 


the metropolitan area either are not industrial cemunities, 
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nos Located clese to Boston, or ara not so located 
ey cen be reached relatively easily and economically 

eqe proportion of the indusexdar workers in the exea.o2 
thus, Lf the earned income tax were in effect in 
ne, Newton, Cambridge, Somerville, Quincey, and Watertcun, 
as in Boston, Boston would suffer very Little loss of 

$ because CE the tax. The area with the tax would 
: Alinost 45 per cent of the population of the metropolitan 
24 would include about 80 squere miles. This exea AS 
than the olty of St. Loule, a ality whese comeoaltion 
stment ie not uniike that of Seston’s, and it would 

& Larger pereentege of the Boston metropolitan area 
(om than the percentage of the St. Louis matropolitan 
ch the elty of St. Lowls represents. And its 
cage would be ae Large as thea percentages which Detroit 


a3 City rewresent of theirs metropolitan area popue 


hie area of Brookline, Newton, Cambridge, Somerville, 

_Watextewn, and Besten would, in fact, be a much mora 
le area around which to draw a county line than 49 
ty in which Boston is new located. The former arca 


onemic walt, bug Sutfels County, of which Boston is 


= 


7 mos am econemica unit. This is also the casa with 
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moet of the other counties in Massachusetts. They are not 
econemla wiitea,. For exarple, Nox fous County extendea fxro% 
Brockline dows te tha Rhede Island border, but doer not 
ineluge either Rewten ex Boston, which gurround Brookline. 

Ky intexvLews with business representatives and researchora 
revealed a atrong deailra for the county Lines in Masnachusatte 
to be redsew: around economic units. If such were to happens, 
a tax im the comby of which Bostes were a member would drive 
very few, LE any, ees esses ous, But, wniforteunately, the 
possibility ef the county lines being cedrawn fer theae 


Yeasens sesus quite remote at tha present time. 


on 


Ges 


© 


of the means by which the comaunities of Brooklina, 


Kewton, Cambridga, Somerville, Quincy's ead Vatortows equLd 

be influenced towards adepting the eagned incemtsa tax, Af 
Boaten were to de co, would be a reelprecal agreement identieal 
to the one now oparative in the Toledo area and certain 

other arcas in Chis, According te this agrocment, Lf a 

Porson reeides in one cemmanity which haa the tex, and worke 
in enether comunity woich alco hag the tax, each community 
recolves halg of the tex revenue from this porean. This 
reciprocal arrangement ia a great incentive te thoae come 
munities which have a eubecantlal presertion ef thair 


residente working in the central eity, to adept the tax. 
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Such comaunities in the Boston metropolitan ares are, among 
others, Brookline, Newkon, Cambridge, Somerville, Quincy, . 


and Watertown .o* 


However, it is not too great an incentive 
to thoge commmities which Go not have such a high proportion 
of their rvegidents working in the central city. 

But, given the fact that thera is no assurance that 
Boston would net be the only community with the income tax, 
Ped it be advisable to adopt such a tax? Bacause of the 


strong feeling against auch a tax among businesamen In Boatan, 


end baceuge there is a danger that cortain businesses In 


for lower property ox yantal costes, would move out of Boston, 
such a tax should be used only when all the other menaures 
fox veducing the property tax rate have been exhausted. 
Another substantial inerease in revenue collected by the 

tate Government’ and distributed to tha citiaa and towne would 
he preferable to a local income tax because the dancers of 
Gislogations in Boston would be much less under a st peers 
tax, but the possibliilty of such an increase within the next 
five years seems quite remote right usw, Yet there could be 
a bLEL whereby the Stata Government would incveasa Lts payments 
to the clties and towns for hospital expenses. There alaa 


could be a@ bill whereby tha State Government would relubursea 
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the cities and towns for tha property taken from tha tax 
rolis by private colleges and universities serving Magsachusetts 
students, There also is the pogsibi lity that the Heller Plan 
will be adopted within the next two or three yoars, a plan. 
whereby the Federal Government, instead of cutting taxes, 
would return to the states a percentage of federal tax 
revenues, to be used as the states see fit, his could 
increase the amount of monay coming to the cities and towns 
from the atate. Finally, and most importantly, although it 
has not as yet shown any tendency of being abla to keep pace 
with expenditures, the property tax base could, after the 
jand takings fox the Inner Belt and the Southwest Expressway 
have been completed, begin to keep pace with expenditures in 
| the city. By the time these Lend takings have been completed, 
the Land takings by the Boston Redevelopment Authority should 
be at-a minimum, and Boston will have the bast opportunity 

it has hed in years to increase substantially its property 
tax base. As we have already seen, the past year, 1965, is 
the first year sinea the lata 1940°s which has witnessed a 
substantial ($30 million) Lnerease in the taxable property 
ee About hal#® of this $30 million increase was due to 

new construction, while tha other half was duc te increased 
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: p rs : , £2 
assessments on certain residential propoxty.©3 


te 
7 
1 
in 
7 
= 
y 


ay 


eres. 


334, 


-_ 
g* 


ead 


vitae inl apie wit ihe oa) tan ee : 


ze 
7 1 > 






aa ae oy Sonn 
i fe WX : teat cans 


O 7 : 


i 


; yur Se a ok te oe of 
Tipe The ee le jervie €) en OS Ke RIAA IN ® va 


iG 


— a 


hte CARR 2 © oor 18 Ghd the ft aye od 


a fod 


he 


<r Be Gest 4 Ot jSWNGS aa gv't 










AT oe sR ARB -" ule ater > aa 
~~ o . A a 


ay 
a - ay - 


°° 











a ~ 
7 es 
_») Soa © diye he 3° Peay Grek, OF 
: ee : 7 er mm & ce uu & Hi 
ye mare; ff a OOF tp SO 
0 . “ _ 
mt At toad 1s y 4 : rr) hice Oe myc Aumpewiish 
° id . : — it 
feared ed.’ . gree Ts Seat’ submis 
a Der <o 7 cehhen oe 4 J =% 
. . 7 
a : 7 t é A =e eae) =i A L =f L y, Ca! aD) | { 
. a 7 —_ = i ; : = o a 
7 _ - ae 
im ¢ ted a 7 mre lar 1% y smeys THT ES pee 
- 7 
> ; _ 
' Te 7 > oe 8 4 La "fi af se? y apts 4 a 
7 : vg 
ay] Pn ea er ios as \=40 Pi bhe fremoy,., 
: m a i, | aA 7 : 
7 engl, ©: be) yi: ° S&S ike ere hr meted, it” ae 
; : ; a | 
ame bei dl: nt it —GiNT ER FE inh Rae band 
i . r 7 
=siul=-- the / poet babe Cong , eee tu hiedie = 
7 : oe 7 3 ate 
7 a. _ 7 a 
a] ir = EPs ahi ¢ 7 Mie. oe | ree r evar aah 
7 ; i 7% : a. 5 oe 
SD etl ‘y dre? eS 
i 7 - | ; : , ‘ 7 : oy 
mhie « ” Sen’ “Wick ell» Amn cd 
or ER ,® prt. —_ fe es — : Leietet., Raj. hes 
ay - Se 4s ie) 2 Pag 
* y 7 
i of siti men a 
: Bei we ss 





7 56 ah pti Bid i a 


Dasa 








However, if after threa or four years, there 4a still 
conustent upward pressure on the Beaton property tax rata, end 
tha property tax rate im Boston 26 sthil much higher thas 
that of most other major eities, and 2£ it is found that the 
noneresident Labor ferce imposes a net burden on the Boston 
taxpayer, Boston should institute a lecal incoms tax, taxing 
at least the income earned in the city by nonereaidents and 
the earned income of Ate ow vesidenta. This showld be Gene 
because Boston is not enly compating with other parte ef tha 
metropalitan area fey businene, but, especially today, it is 
competing with othe: major ehtlen. Major citles are becoming 
the locale of thea services and fineneial estabilehmentsa. And, 
im the future, as the mez major cities kecome moxa and more the 
Zeesle of office builéines and ices and less the Lecele af 
industry, Besten will be coupebing more and morse with other 
‘major cities, and less and less with its suburbs 4 And, 
aa we have seen in Chapter V, Bostem has, in the past, been 
Gliminated from consideration ac a Lecale for new investinent 
in favor of other hajoe cities because ef the high property 
tax rate in Boston. But, sinca Eesten 46 such a small 
percentage of lta metzopolLtan axoa, 1% showld not take the 
Lead among ISA jOr el¢ies im raising &ta cate above 1 ox 1.8 


Fer Cente Bosten should wait te sea whether any of the ether 
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major cities ralees its rate mich shove 1.5 per cent, and 
what the ecancmle conacequences of such an actien would be. 
And, in order not to hurt nenafacturing and retelling, end cy 
order to inexseage the equity of the tax, there should be a 
personnal eoxewption, perhaps es high es $1,000. And, as an 
incentive eo the neighboring communities to adopt tha tax, 
there should be a cleuse allewing the communtiy of rasidence 
to divide evenly the tax cevenue with the Sicieereauah? f o£ 
employsont, 4€ hoth commmities have the tax. Assuming a 

4 per cant ¢ anima iacxcase in tha Level of wages and salaries 
from 1963 to 196 9, end asowslag that the number of none 
reaidents working im Booten and the number of residents of 
Boston emoloyed wild not chance, and ageuming that all 
command t Last in the Beston Seuntaed Meteepeliten Statistical 
Araa wore to adept the tax, al pes cent tax on the income 
‘@arned da the elty by noneronideats and ¢he earned incomes 

of Bosten reaidente, with a $1,900 personal exemption, would 
enisa seout $16.3 eiilion in 1969, Noneresidents would pay 


an estimated §4.2 million, or a little ever 40 per cent of 





E 
thie emote?” This woule ke the egudvalent of a Little 
less than $7.09 in the property tax satee This estimate ef 


uniéies would 






$16.3 million 4a s 
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theis reaidente who work in Boston. Soma of the outlying 
commaltioa have enly a emall percentage ef thadr residents 
working in Boston. 

Should a tax on the invastitent ingome ef Bosten 
veasideats be included im this tax? We Mave seek thas a tax 
en both the earned and investments inceane of residents o£ 
Detroit has not resulted im any exodus from the city in osder 
to escape the tax. Yet a recent letter feem Leonard Brender, 


former Senators Reseavch Asseelate ef the Citizens Research 


B 


CoumeLl of Michigan, states that, though the tax has not 
aziven anyhedy out of the elty, 16 could be a deterrent to 
-the aubuxsbanite whe is contemplating moving back into the 
eore chty©S A Similar fear was expvensed in some of the 
questionnaires, ant i¢ was atressed in seme of the interviews. 


Thera 





was a atrong Zealing that a tax on investment incexe 
could have crastie results on the economia fukure of Bostome 
Much of the present imvantiment and planning im Bostoa is based 
om the hope that Boston can attract back within Les borders 
many of the middle and upperemiddie clues citiisens who have 
been fleeing the ety during the last fifteen years. These 
whom Boston is trying most ta attracs are those families 


wneae children have already grow up and finished thelg 


efueatione These fasilies no longer have tha need of tha 





' 
_ ‘ ; 
: : ot 3 
- - = : 
Me Tle | Se i - 7 
> i‘ A 
- 
le oye — e oe a 
: w 
J 
: 4 a 
‘ 
: is) f " 
. aw) ees Le - 
i ; ‘ : 7 
: , 
a ae ib 1 : : i : 
- : i) Eve 
; ‘ 
“e i 
eon _ i a A bi 
ano | 
1 ; — Tn : _ 
id ; a 4 ie 
Naveeetee .' « oe > oa 
ae : 7 
= avy ™ 
oe - ; 
bo oe r é P 
ce 1 + : J 7 : , 
a i 
7 : aye 
a iY Y : . % u 
_ s uy ' 7 a 


A 





' . 2 
7 oe 
. “¢ 
: i a oY i , : : af 7 
cd 7 
7 n —_ = - ‘ @) =< a ei Pe wai 
q - ; oe 
. ’ S im * Phe ron ;j : ; 7’ 
: te, 
rie BF hs 


be ae oie. a 


ry oe 
_ - nha Su 


j : 4 r . comet eslee vd Pips tas a8 
; 7 7 “ ' , 


“ 


Fa 
oe > th katt QA Eo Ss oF 
7 ; = 
é. ws ) 


338 


exten land and good echool systans which are offered by many 
of tha euburba, aml it is hoped that they can be attracted 
to the center of cultural and seeieal activities. Of the 
$240 million worth of building parmits fox taxable property 
taken out in tho City of Boston from 1960 through 1963, 
gone $53 million was for private ventdential structures 
costing ever s1c0,000.°7 

Thus, gince a tax increase should not driva residents 
out of a ality, and alse must not dater people from taking up 
residenaa im thea city, a tax on anvestment income in Bosten 
would probably he too great a risk at this point of Boston's 
davelopasnt. Hacause the Massachusetta personal income tax 
already taxes investment income at a much higher rate than 


3. 


4% taxes cazmed incems, there 4s great antipathy in Ghe estate 
“to a higher tax on faveatuent imcowa, end a tax on investmeat 
income in Boston could deter Boston's development procesGe 
And, ac shaw, in Appendix A, the vevernie from a tax on 
investment dmcome in Bosten is not substantial. A 1 per cent. 
tas in 1863 would have raleed an estimated $1.17 milion .6? 
Thus, if Boston were to enact a local imceme tax in 


three or four years, {t would not ba wise te include the 


investment ineema of residents of Boston im the tax basa, 
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A Tax en the Ineocme of Boaton Residents Alonse 

How that we have Cecided that the investment incoie 
of Boston reaidenta should not be included in the tax base, 
the quostion which chovld be asked ia: "Ef a tax on the 
income exrned im the city by nonezesidents were found te ba 
either inequitable or one which Eosten would not be allowed 
to adept, would a tax enly on the earned incoma of Boaton 
‘yesidente be advisshie?" 

We have alreedy seen that euch a tax can be administered 
effectively, and it would be a more equitable tax than the 
property eae. ©” ¥Yot such a can would not be extremely 
productive of revemte. A l per cent tax in 1963, without 
personal exemptions, would have vailsed $9,838 million. ‘The 
game tax, with a 600 personal exemption, would have raiaed 
$6,533 millicn. Assuming e 3 per cent annual imerease in 
the level of waces and salaries of Boston realdents from 
1953 te 1969, and ascuming that the nesber of Bosten residents 
employed in 1969 will be equal to the nutber expleyed in 
1963, a 1 per cent tax on the earned income of Boston 
yeoidenta im 1969 would raise an eutimated 612.8 mlilsen. 
The mone tax, with @ $600 personal exemption, would raisa 


an estimetad $8.4 méidiions /? 
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fhis Limited tax base and Linited revenue productivity 
could pose a problem. Table Del of Appendix D cshowa that, 
“when the basia ef comparisen is a faally of four, all incems 
groups over 64,000 would expexienca a net diesavinga under 
a £lat rate tax with a $600 personal exemption. And we have 
alrandy seen im the theoretical Gigaussien of the economie 
affecta of a tax on thea easned and investeent income of Boston 
realdents, that thera would be a tenderey for residents to 
move outside the elty in ordex to escape the tax, Ite he 
this typa of pecblem which prometed the Semmorary Comalesion 
om City Finaneas of the City ef New York, in thale: repert in 

% 


” 


1965 advecating a tax en the earned and investment incems 
of vesidenta ond on the income earned in the olty by none 
residents, to gay that a tax enly en the earned and investment 


incesaa of vasidents would perhaps be the woret of all poasible 
7 


GANCHe Yet a tax only on the earned income of Boston 


residents would act offar as strong a danger of resident 
esiiexation as would a €ax om both the earned and investment 
incose ef vegidents. Thosa whe receive a substantial pros 
portion of theiy incoma in the form of earned income are 
Were restricted te a cextain area for thelxe economia Livelle 
hood than are those who receive a substantial propertion of 
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Ea poe = © fea, oy ff BoE ca tye ee fa fein tee pace as 
theiy inceme in the form of investment ingame. 
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fhough the eaUankieer of such a tax would, 4m this 
writer's opinion, outweich the dleadvantages, because of the 
problem just Glscussed, tha advocacy of this type of tax 22 
certain condition ave prosent in thres os four years in made 
with far more hesitancy than waa the carlier advocacy of a 
tax om both residents and non-residents under cextain conditions. 
Yet the conclusion reached on this tax is the feliewing. 

A tax oohy onthe carned income of Boston residents with 
& pergonal exenmtbion would ba advisable in tha next three ox 
four years if (1) there 1a atill constant upward pressure 
on the Bostos praperty tax rate, and Lf (2) a tax on the 
income earned in the clty by nonevesidenta 4a rejected, the 
major reansen for such a tax undar these clrawmstances is 
that ib would Lover the real estate tax so that Boston would 
ha more competitive with other major elties for attvacking 
investment. There ase eleo two mince veasona for such a 
TAH e & would iniprove the equity of the Beaton tax system, 
though mt greatly, and it would give Boston a source of tax 
vyevenue with an inecnea elactlelty of vevenue greater than 
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A Tax on Coxporate Profits. 
Zi some sart of lecal incems tax is enaated, should 


it include a tex on corporate profite? We have seen the 
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vasulte of the questionnaire on the net profits tax, and 
have already mentiosied that the results are not very valuable 
since the nest profits tax was Linked to taxes which thencselves 
ere not popular with Boston businessmen, It was inevitabila, 
therefore, that the net profits tes would be cooly received 
by the business eammunity. The only significant result of 
the questionnalra en tha net profits tax ie the reaction to 
‘the tax of those people who favored soma sert ef local income 
tas without a neh profits tax. Gf the fourteen who favored 
the flat rate imecoms tax and answered the question as to 
whether or not they would] ba in favor of the tax Lf it alse 
included a tax on the net profits of corporations, five 
atated that they still would favor the tax, and nine stated 
that they would net be in favor. Of tha seven who favored 
the supplement to the Massachusetts personal income tax and 
answered the question as to whether or net they would be 
in favor of the tax Lf it also included a tax om tha net 
peofite of corporations, thres stated that they still would 
favor the tax, and four atated they would not be in favor.’ 
Although the zesults of the questionnaire on the 
quastion of the net progits tax ave not very sionifleant, the 
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we £ a8 wy eco sen Bn, a eye gee das tf 52, ha er = £5, 
resetions of businessmen to any sort cf local income tax 


ara slonificant for the question of a net profits tax. For 
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tha fact that businesomen would dummediately protast a local 
ee tax ia a atrong argument sqnimet the addition of a 
net profits tax. Though evch a tax has had no apprealable 
deterring effects on business investment in other major eities, 
2c could have in a city as small as Boston. There would be 
ne aasurance thet other communities around Bosten would adopt 
the tex, and there would be leas incentive for these come 
munities to edope this tax than thare would ba for them ta 
adopt a lLoecel income tax, And, even more important, as we 
have seen in Chapter Vv, the imaga of Boston as a place in 
which te invest is very bad. This is because of the high 
‘gorporate profits tax in Magsachusetts end the high property 
tax rate in Boston. The imposition of a net profite tax, the 
eax moat hated by businassmen, could hurt! the imace of Boston 
im the eves of the business community even more. The revenue 
from the tax, on avtimated $2.54 million in 1963 from a 1 paz 
cent tax, would prohebly not be worth the damege done to 
Reston by a local nat profite tax on top of the high mar 
pretits tax which niregady must be peld to the State Government. - 
Thus, 1f Goston ds to adept same sort of Local incase» 
tax fn the mene future, Lt would not ke adviesble to include 


the net profits of cexrporationa in the tax bage. 
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Summary of Conelusions of Fart Ls 

Because the city of Boston covers such a small area 
and has such a small percentage of the metropolitan area 
population, and because the Boston Redevelopment Authority 
“has not had sufficient time to prove that it can cause the 
property tax base in Boston to rise at least as fast as 
expenditures, we have decided against a local income tax 
for the time being. However, if, in three or four. years, 
there is not substantial increase in aid from: the State 
or Federal Government to the City of Boston, and if there 
sti.11 is constant upward pressure on the property tax 
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penditures, then a local income tax should be enacted. 
It should either be a tax on the-income earned in the city 
by non-residents and-on the earned income of Boston residents, 


im 


‘or a tax on the earned income of Boston residents. 4t 


WD 


“should not include the investment income of Boston residents, 
Momeune net prorits<of corporations, in Bostone Its maximum 
rate should be 1.5 per cent,.and. this maximum- should not 

be raised much at all until-.some other major city has shown 
that the rate can be raised substantially without causing 
serious dislocation of business investment, the labor mare 
ket, or residential location. And, in cee oes minimize- 


any competitive disadvantages which might arise to manu- 


facturers and retailers because of.a tax 
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on non-residents, a substantial personal exemption pernave 
as high as $1,060 should be allowed, if the tax is to be 
locally administered. And, if the ines earned in the city 
by nonevesidents is not included in the tax base, and if the 
tax is to ba locally administered, the personal exemption 
Bhovild be sottiewhat lower, perhaps equal to $600. And, if 
the income earned in the city by non=reatdents is included 
4m the tax base, in oxdar to minimize any dialocsation of 
business from Boston because of the tax, a xreclprocal agreement 
shovild ba in eee whereby, 12 a parson 48 a resident of 
one community with the tax and worka in another conmun L by 
with the tax, each ee oeey receives half oF the ax yrevernude 
In this way, these commit les which exe Bostoen’s biecast 
competitors for busines icestaans would be estrongly induced 
to enact the local income tex. 

the major advantage of such a tas: would be that it 
would allow a decrensa in the property tex rate, which 45 
becoming more and mora important in tha economy of Boston. 
Boston is becoming more and more cometitive with other 
iajor eities for business investment, and less and less 
competitive with ite suburbs. 


There are alse two minor adventages of such a tase 
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1) It would giva Boston a source ef tax revenue which 
has en income elastielty of revenue greater than 
one. This would complement the property tax, 
wilesa its income elaaticity will have risen over 
one by that time. 

2} rt would cause a slight inevease in the equity 62 


the Boston tax system. 
BART EfZ 
the Question of a Tax Supplement 


Should Bosten Have to Administer Iho Qua Ineome Tax? — 

fhe discussion of the adwiniebrative peeblens which 
would be prasenteadk by eny ona of tha tas sem we have juet 
eonsidered chould suageat the questiem of whether a local 
incema tax has to be one which the lecal government iteeif 
must administer. Could met the tax, 16 is asked, be in the 
foxvim of a aupplemsant te a ten already in operation, such 8&6 
a state or federal tax? This question ia worthy of seme 
study, espacinily in a state euch as Massachusetts where 
Gitisens alxeady must make ous two separate income tax forms, 
a state form and a Eaderai forme 

Although no lecal incoma tax ia aa yet a supplement 


to a atat te os €ederal income tax, stvdauks of lecal income 


ave 
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taxation have been pointing out the desirability of auch a 
tax fox many years, In 1952 Harold Groves expressed doubt 
ag to the advisabliity of New varie City’s instituting end 
administering ita own income tax. If New York City were to 
levy an income tax, he went on, it would be mere advisable 
if the tax were a supplement to the New York State income 
tox. ?4 Carl Shoup, im refersing to the decision by Professor 
Haig and hinself not to recommend at the time of theis study 
an incems tex for Now York City, maie the following remarkes 
"the chief reason for not reconmeanding a City income tax 
rather than the package of smaller revermue measures was one 
ef administrative and taxpayer reaction. Three levels of 
income tax would, = feared, incrensa tax congclousness to 

e pitch of unreasonable tax irritation. Moreover, acuinietras 
tion of such a tax wont eal] for.a level of competence that 
cannot be considered assured vt the momont."? the type of 
tax of which Professor Shoup was speak ing, and which he was 
Not sure could He aciiniatered CONS. ecantig: Was a tax which 
included investment income of New York City residents 

In 1954 the rratand Commilasion on State Tax and 

Financing Policy yvecommended that a law he passed authorising 


Xo % Oy = % A ec, 7, el 43 
opt a supple mental incoma tax, ox B 
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tax paid by residents, and that the voters of each comunity 
be given the opportunity to appreva or disapprove any local 


surtar ordinance. /® 


More recently, Professor Milton Taylor 
of Michigan State University, in a study dealing with the 
dasixability of local income taxes for Michigan communities, 
reachad the conclusion that the merits of. a local incoma 
tax locally administered outweighed ite demerits. If there 
were already in existence @ state income tax, however, he 
favored tax suoplements, “a system permitting local govern< 
ments to levy am additional rate to the existing state tax 
at theis own discretion." this type of tax would eliminate 
duplication of administraticr rel? a year Tater, in 1962, 
Professor Taylox reiterated his claim of the superlority ef 
a tax, but stated thet a locally administered incoma tax 
seemed preferable to a tax sumplemont to the federal personal 
dncome tan. 78 And, most recently, the. Mayor of New York City 
asked ¢he State Legin tlakure of New York to grant New York 
City the power to adept a local income tox which would have 
had many cf the featwres of a tax supplement. For example, 
vesidentsa could saneiaax their federal taxable income as their 
local, taxable income, iff they usa the standard daduction 
under the federal tax. The tax rates would be a percentage 


Of the state income tax rates, And the tax would be 
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administered by the state, and tha proceeds returmed to the 


79 But, when the bill was passed, the rates were not 


\ 


a percentage of the state income tax rates, and the city 


elty. 


was given tha task of administering the tax, 


ay Cagas of Tast 





Supplements 

Although there have bees no local incoma taxes in 
the form of aupplenunts or gurcheeces, there are sens 
analogies. There have been states, Urah, New Mexico, Alaska, 
Weot Virginia, and Vermont, which have ect the stata personal 
income tax lieshility at a percentage of the federal persenal 
income taxe From 1951 through 1954 Utah pomalnted dea tage 
pavers with adjusted grossa incomes under #5 - G09 to poy 10 pay 
eent of theig federal tex liability in place of the “Long= 
form" state income taxe The purpose of this option was to 
facLiitate the making-aut of imeeme tax forms fos small tae 
payerae A letter to the State Auditor ef Utah on why this 
option was discontinued after 1954 was answered with the 
following yeasonde The principal chjeation to the epalen 
Wao that ae waa unfair in that cartain taxpayers could chuain 
umwarsanted besefite by ehnifting ézom ene basis of reporting 
toe the other from year to year. For example, a tampaver could 


report om the fedexal basle im a year of capital gains and 
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eliminate 50 per cent of the gain, something which was not 
allowed under the Utah tax. Conversely, in a year of capital 
‘tosses, the Uteh basie could be elected to deduct such lessea 
without Limit. There were aleo questions about the applice 
ability of subsequent chenges in federal Law and the 
constitutionallty of any attempt to neke such changes 
eutomeatically applicable for stata purpeses. For these 
reasons the option was discontinued SC 

From 1653 to 1955 New Mexico allowed its eltigens wilt 
adjusted cxosa incomes of less than $10,060 to pay either a 
geparately cosputed state tax or 4 por cent of thelr federal 
‘Liability. This option was discontinual bacausa Lk was 
considered to ba costly im Fevenue as well es unfair, since 
Lt gave a great advantage te persons with two Py ee 


81 


Capandents e New Mexico allows only a 8200 Geduetion for 
each dependent other than ona's spouges 
Alaska, Vermont, and West Virginia have maintained 


the federal persenal income tax supplement system, A lettex 


from thea Department of Revenue of the State of Alarka 

indicated that efficlale are content with this type of tax 

and have no intention of discontinuing the present system 

and instituting another type of income tax. The administration 


= to hr PD 


GE the tex 4s quite simple both for audit officlals and the 
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taxpayers. By Brana enane with the Internal Revenue Service, 
Federal deficiency notices are issued monthly, a factor 
wnich cages the audit preblem and inereases revenue. The 
audit etaff can confine its efforts toe the checking ef those 
returns which the Internal Revenue fervice doas not examine. 
The withholding provisions of the Internal Revenue Code have 
aleo been incorporated into the Alaska tex and account for 


80 por cent of parsonal income taxes collected &F 


The Desirability cf a Tas Supplement for Boston 

tne Ene that the tax supplement ia considered sabige 
£actoxy by tax offieiale of Alaska, Vermont, and West Virginia, 
and that the supplement was discontinued im Utah and New 
_Mexies mainly becauss it was in the form of an epticn and was 
thus considered to ba wuitnic, adds supperst te the argument 
that a tax supplement is a desirable form ef local income tax. 

ae 

We have alyeady seea how it has hoon the unanimous opinion 
of these who have written on local incomes taxes that, in 
states which already have their ow income tex, soma form 
o£ tax supplement: is preferable to Locally administered: tax 
because ef ita chvicus aduinisteative advantages to heth 


auditor and taxpayer. Lot us e 





hina the possibility and 
the adviccbility of a aupplement either to the federal personal 


LNuCGMe tax Ox te the Massachusetts personal ineacme tax. 
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A supplement to the foteral income tax in Boston 
would be neither advisable nor possible. The basic reason 
for both of these qualities ia the fact the federal tax has 
progressive rates. In the firat place, we have already 
decided that a tax on the investment income of Boston 
Pasldente would not be advisnble. Since the federal tax 
form is not divided inte separate sections for the tax 
“‘Ldebility on @arned income and for tha llability on investment 
income, it would not be possible to assesa each person on a 
percentage of his Liability on earned income. For two persons 
receiving the same amount of earned income, with the same 
emount of deductions and the sama number of dependents, would 
be paying substantially different effective rates of taxes 
if they received substantially different amounts of investe 
ment incoma. A sinple supplement to the federal income tax 
-dablidty, or even a supplement to the federal Liabllity 
times the percentace of total incoma which was in the form 
of earned income, would not necessarily tax equally those 
receiving equal amounts of earned Lncome. 

The reason that such a tex would not be possible ia a 
constitutional one,  Undex the Mansachusetts Constitution, 
no icone tax which has progressive rates can be levied by 


the state or «a local covernmsnt. Thus, a supplement to the 
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federal income tax would not only be undesirable, but would 
also be impossible. 

The case of the Massachusetts personal income tas, 
howaver, is quite different. Its rates are not progressive, 
and would pose no constitutional problem. And, though tha 
level of invastment income does affack the effective rate 
of tax on earned, income it doas so vary Blichtiy.&4 The 
Massachusetts porsonal imcoma tax is divided inte two separate 
sections, ona for the tax on earned income, and the othar 
for the tax on investment income, Lek us examine the 
Massachusetts personal income tax, and then consider the 
' question of the advisability ef a supplement to this tax for 


Bostaris 


Py oe 
ine Nosesachtisetts Porsonal Income Tag! 


The Massachusetts personal income tax is a Slat rate 
tax, but with different rates for different tyres of incoma. 
Earned income 4s taxes at a vate of 3.075 pex cents interest, 
dividends, and capital gains on tangibles are taxed at 7.39 
por cents end annuities are taxed at 1.845 per cent. Rania 
income is exempt, as is interest on depoesite in savings and 
covuonerative banks °° 
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a@ personal exemption of $2,000 fox each taxpayer. There is 
also an exemption of $500 for a spouse who has incoma from 
ali. sources of lesa than $2,000. ALL cther dependents receive 
an exemption of $400, and if the taxpayer is blind, he receives 
en additional exemoetion of $2,000. 

Against investment ineome the parsonal exenotion 4s 
the smaller of (a} $1,006 or (b) the unused partion of the 
exemption against earned income. (Note that the exemption 
against investment incoma is used only agtex all the possible 
exemption acainst baened income are used. The level of invest 
ment income dees not affect the valuao of personal exemptions 
against earned income.) If the tawpayercis 65 years of ag 
ox older, the maximum exemption acninst investment income is 
increased from $1,000 to $1,500. Theva is no exemption 
ullowed againet investment income if the total (eone for a 
single person exceeds $5,000, or exceeds $7,500 for a mareied 
me eech filing a joint retum. ©! 
the deductions allowed algo vary for different tynes.- 

of income. The federal tax liability pines the percentage 
cf total income which ta in the form of 
deductible from caxrned income, but there is no federal 
daduction from investment income. The same le true for the 


previous year's state tax Liability. ‘The previous year's 
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State tax linbility on cacned income is deductible from earned 
income, but there is no deduction of state tax Liability fxom 
investment income, &9 

gwo of the oerquments which were used in Part IT of 
¢his chapter in favor of either (1) a flat rate tax with 
pexconal exemptions, on the income earned in the city by noe 
vesidents and on the carnad income of Boston residents, er 
(2) a flat rate tax, with personal exemptions, on the carned 
income of Beston residents, were the fact that both of these 
taxes would be sensitive to changes in pereonal inceme, and 
hoth would be pregressive. Let us examine each of these 
qualities ef the Massachusetts tax on earned income. 


The Benoltivity © of the Massachugetts Tax on Harned Income 
to Changes in Earned Income. 
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pecial Comission on Taxation of tha 
Massachusettes State Legislature pointed out that the state 
income tast had became more vulnerable to deadlines in the 
general economia conditions than it had been ten years 
previcus, The basic sr¢casen for this was the high persona). 
semption against earned income of $2,000. The increase in 
dneomes duving the 1940's had tripled the number of income 
earners on the Car rolis, and for many who had already been 


on the tax rolls, the percentage inoxease in taxable dncome 
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waa much greater than the percentage incrense in earned 
gecome. 0S 

The Massachusetts tax on eerned income has in recent 

years been vory sensitive te changes in earned income, The 
following table gqivas the revenue yield of the tax from 1959, the 


year in which the withholding system was intxrcduced, through 1963. 


TABLE VieS 


INCOME ELASTICITY OF TUE MASSACHUSETTS TAX ON 
BARNED INCOMEs 19593963 


Spee eth opbmet an Bretater new 6 eene PRB A LPARAM AORTA he tne ance SERIAL PY RN NAR Ama AAAI A $ALE RAED SRN TO SITTERS 
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Rarned Percentage Earned Incomes Tax 
Income of increase Ravenue from Her concede 
Hassachusetts over Massachusetts Incxvar s 
Calendar Ragidents® Previous Residents” ever Br 
weer, (8 Millions) Year , ~J& Millions) 4 vious 5 ae 
1959. 8 9,439 § 88.1 
1960 9,857 449 $3.7 6.4 
i961 10,228 303 98.8 Bee 
1962 10,726 4.9 ' 406.3 L002 
ASas3 11.311. 30% £1565 Gee 
poe eae one: onesie Se iedgpeor nnn: INDE POR RITA sea! Lh ne eS EEN RG OAT INEST OTE 























Bsource t Survey of Current Business (August, 1961), Table 93 


f{Auguat, 1984), fable 2. 


beourcar Records of Massachusetts Department ef Corporations 
and Taxation. Since the filqures available are on 
a fiscal year, and not on a calendar year basi¢g, £E 
teok an arithmetic average of the figurea of the two 
fiecal years which covered a calendar year, For 
example, the revenue for calendar year 1950 was 
considered te be one@-hal? of the xevenue af fSLecal, 
year 1960, which ran from Tuly 2, 1959 to dune 30, 
1960, plus one-half of the revenue of fiscal year 
1961, which ran from duly 1, 1960 to June 30, 
L9G]. 
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fhe figuce for tax revenua ny 1963 was adjusted to take 
account of the fact that the withholding system vas accelerated 
in the latter hal@ of that year, aud this produced addad 
FAVERGE © 
fable VE-9 shows thet the tax had a substantial imoame 
elastholey of revyenvie each year. During the whole pericd 
the earned income of Massachusette vanddente rose 17.7 per 
. cant, while the revenue from the tax on this income rose 310k 
por cent. The high porsenal excmetion of $2,000 still makes 
tne Hascachusette tax on earned income vary sensitive to 
changes 4m income. | 
fhe Burden by Incame Class of the Messachueetts Tax en 
Harned Income 
Gsble VIeLG gives the eatimated esened income tax 
payments of a family ef four in Massachusetts an 196h. Thera 


are two sources for the table: Cousweer Expenditures 





gncoee, waieh breaka Honey Incoma Bacexe Taxes for each 
incomes class into different types of incoma, and Incivyicucy 
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Zhosna Bas Returng far 





6), which gives the Federal tax paid 
2G @ percentage of incoma for Glfferent inceme groupe in the 
Boston mevrepolitan area im 19G1. Ze is asswaed that the 
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of perconal exemetions 4a thus $3,300¢ $2,000 for the husband, 


- $309 fox the wife, and $460 each for the two Gopendants >» 


\ 


SABLE Viel 


BURDEN BY INCOME CLASS OF THE MASSACHUSETTS PAX GH 
_ EARNED INCOMSs PAMELY GF FPOURe 1961 


ee neces pees a wien 








Net Liability 
Yax on Earned after Federal. 
incemlie as B Fax Dacwetien 
Percentage of as a Parcentede 
fax On Wet Liability. Money Incoma of Money Inccme 
Money Income Earned after feleror Belora Taxes yh ae Bees 





Incoma® fax Deduction? (2) 6 41) 2 43) 3 Eee e 
S ry $ 0O.GR%  Be00? 

Q 0.80 6.00. 

3,000 G 0 6.08 8600 

§, 080 26 45 O.32 — 6.39 

6,208 A&M &S G&S 0.89 

7 G20 8S 7S 1.43 6099 

9,668 iss 137 bok, £219 

23,089 226 122 2.83 2040 
27,400 464 306 2.69 Led 





Ssources Use Depart nit of Labor. Bureau of Labor bebo eLas, 
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fndivicual Enecme Tas Returns for 196) (Washington, 
Deo UeSe Government Print neing Gffiea, 1963), 


Gabla 20, Be 122. 








Peourcas U.S. Trengusy Department... Internal Revenue Service, 


ingividvel Enocome Tos Returns for 3963, CGE, Fable 
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When contrasted with the net burden of a 1 per cant 
tox on eared income with a $600 parsonal exemption, which is 
ghown dm Table Dek of Appendix D, the Maseachusatts tax on 
earned incema is shows to be more progressive, especially from 
the 64,000 to $7,009 income Levela, when the bagie of 
comparison ig a family of four. Only when the basia of 
comaricon ia a family of nine or more is the flat rata tax 
with 8 $600 pergonal exermptios more progresefve than the state 
tax om earned imcome (personal exemptions of $3,400 compared 
to porsonal exemptions of $5,3003 "> 

When contwasted with a flat rate tax with a $1,000 
‘personal exemption, the stete tax on oarned income is lesa 
progressive whea the basis of cetenrigon dia a Family ef four 
ex more, ie ebout as progressive when the basie ef comparicoan 
ia a family of threas, ond is more progvessive when the bagis 
of comparigon is a fawlly of twe or an individual. the Mots 
tax thus approximatea in degxyce of progxessivity a flat xata- 
task wlth a $21,000 poxsonal exemption moze than it does a 


fiat sate tax with = $600 parsenal exemption. 


Conolusions of Pash ERE 
We have alveady coneluded im Pare IE of thia chapter 


that 8 leeank fueome tax woulké not Ee edvanabd .@ Sor the tire 





being, but thas, under certain comditionus, some form of 
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local income tax would be advisable in throe ox four years. 

What tax shovld have as its basa elthex the tricone earned in 

the city by nonerenidants and the earned ineome of Boston 
residents, or the earned incomes of Boston residents. &f the 

tax is to include thea incons eaxriad in the clty by nonerasidents, 
a substantial pexssonal exemetion should be allowed, perhaps 

as high as $1,000, And if the tex inciudes cnly the earnad 
jnecma ef residents of Bosten, a persoual exemption af $600 
should be alicwed. Seaides the ae xeason that either 

tax would allicw a decrenee in the property tax rate, the twa 


resgons givea for the advisabliity of either tax were that 


each one would have an incoma clasticity of revenue greatar 
then one, and that each would ba PECg SBLVE. 


Since the Magsachtsetts tas on earned LECOME has both 


ofete 


of tha qualities just mentioned, it merita serious con# 
aidesation aS an alternative to a locallyeadministerad flat 
rate tex. I would seem to bo more desiveble than a 
locally-administered tax when the pase of the tax is tha 
income earned in Gosteon by noneresidente and the esyned income 
G£ Boston residents. If such a tax wore to be Locally 
atministered, a pexsemal exemption im the vicinity ef $1,006 
would ba deeizebia. The Massachusette tax on earned incans 


48 Very similar to such a tax in income elaatilelty ef revenus 
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and 4n degrea of progressivity. | And the edvantage which a 
supplement to the tax om earned income would have over the 
locally administered tax ia facility ef administration, both 
on the part of tha government and on the part of the taxpayer. 
Residents of Boston cavuld pay a certain percentage of their 
state liebility on cared income, Noneresidents could pay 
the saso percentage of their liability of their state Liabiidty 
-on earned incoma, Lf all of thelr income were carned within 
tha eity. If some of thelr earnad income were made outside 
the city they cone pay the game percentage of their atate 
liability on dashed incoma as would ba paid by the residents 
of Boston ¢imes the percentage ef theiz earned ineome which 
was Made within Beston. The withholding could also be a 
percentega of tha state withhold ins e Thus, if the base of 
_the tax is to ba tha imeowa earned in the city by non-ftesldenta 
and the earned incema of Boston xesidentea, the tax should be 
in the form of a sucploment te tha bocce. tax on eaxned 
LUGO» 

LE the isk ef the tax is to be only the earned incems 
of Boston residents, however, a supplement to the state tas 
en earned income loses much of dts appeah, Though it would 
Still offex adminiatrative advantages, its very generous 


exenption of $2,000 te the income earner would eliminata a 


we 


ay 
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good part of an already small tax base (Sines a tax oniy 

om the incoma of Boston residents would offer much lesa 
danger of a fall in the Labor gsupoly in Boston than would a 
tax which also included the income enrmed in the elty by nen« 
reaidents, we have decided that 8 personal exemption of $1,000 
would not be necessary, but that the exemstion should be in 
the vicinity ef $606) Secondly, since business establishuents 
would receive over 50 per cent of the praperty tax reduction 
resulting from the income tax, a tax on tha incomes of Basten 
residents alone would mean that most income classes would pay 
more in income taxes than they would secelwa in propexsty tax 
veductions. New, sinca the Massachusetts tax on earned income 
is a very progressive tax, tha net burden of a supplement to 
Buch a tax would ba faiely high for the weper income TEOUPS » 
This could increese substantially the possibility that the 
tipper income groups would move out of Boston, since this 
would be all they would hava toe do in order to excape auch 
ata. Thus, L@ the tax base La to be only the earned 

income of Boston res idar mea, £4 would be preferable for such 

a tax to be administered Locallys and to Kea flat rate tax, 


with @ §600 personal exemption, 
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PART XV 


Sha Advissbiliny end Ppecbable Reonomic Béfects of 8 


Lecal Suites Tax in Boston 
LS ER FRI ER et IY PEE TH ER BE OR rE ROY EEE CUS oR 


Of thea dLfferank tyoa sales taxes which are now in 
effect throughout the country, tha one we have chosen to 
study is the one which has just been signed into law in 
Nassachusetts. There are two rensons for our choice. The 
first ie the fact that most of the exemptions which are 
allewad undexs the tex sre those which would dacrenge the 
regressivity of the tax, oy, as some have claimed, make the 
tax progressive, thus making the tax more acceptable ~ 
politically te the people of Bosten than taxes which do 
not have such exetiosions. And, ag wea have seen in Chapter 
Tilt, where the state covexrument itself has a sales tax, 
meny administrative problema can ba avolded Lf the local 
Balen tax ia made a suoplement to the state gatas CA. 


The tas is on retail sales, with the following major 


r3 


exemptions: cloarettes, alcoholic beverages, maals, gasoline 
‘codes produced for human consumption: cae, 
water, electricity, telephone, telegraph, fuels clothing: 
preseription wedicinas and medical supplies; materials, 
tocls, fuel and nachinery used directly in industxlal manu= 


facturing: transportation services: professional and personal 


. la 
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services; and rent.2> 

Al per cent sales tax in Boston with the same base 
as the tax just signed into law in Massachusetts would have 
produced an estimated $8,173,000 in 1963.°% Business concerns 
would have paid an estimated 15 per cent cf the tax, and 
noneresidents would have paid an estimated 45 per cent .°4 
If all the revenue had been used in lieu of property tax 
revenue, the property tax rate would heave been $5.60 lower 
than it was. Table Viell gives the net burden to Boston 
Pegidents under the assumption that all sales tax revenue 
would have been used in lieu of property tax revenue. 

Because business concerns and non-residents would pay 
an estimated 60 per cent of the tax revenue, all income 
groups would experience a net savings under the tax. (It is 
assumed in Table VIel1l that there would be no dislocation of 
business due to the sales tax.) The colwm of sales tax 
eeumenes o£ each income group, estimated from the study on 
Consumer Expenditures and Income by the Bureau of Labor 
Statistics, shows that, before the federal tax deduction is 
considered the sales tax is roughly proportional itso rces 
the $4,000 income level is reached, at which point it becomes 
sharply regressive. The two Towant income groups would receive 


the highest relative savings because of their relatively high 


propeirty tax payments. 
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SABLE VEeL1 


NET BURDEN ON BOSTON RESEDENTS OF A 1 PER CEND 
RETAIL SALES TAX IN BOSTON IN 1963 
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Money Incoma Tax Tas acter Federal | a Perecantage of 
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individual Income Tan Returns for 1953. Cf£, Table 
Sir~S, ® : 


Theoretical Analyais o£ Possible Economia Effects. 


t. 


The substitution of a local sales tax in Boston for 
highes veal and personal property taxes showld sffaat the 


decisions of businesses, donsumers, and workers. 
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Business: There will be two different forces urging 
Moatness to increase the capital/labor ratio. The first is 
the fact that the fall ig property taxes would lower the cost 
of capital goods. The second would be the itocensee demands 
for higher wages and salaries which might arise from the fact 
that the are tax would increase the cost of living. On 
the other hand, since the sales tax would be imposed on some 
of the equipment which businesses use, the cost of such equip= 
Ment would rise, thus creating a force urging the substitution 
of labor for such equipment. 

The effect of the tax on business investment will be 
‘the result of two different factors, the influence of the tax 
on the total cost structure of business, and the influence 
of the tax on the demand for its products. If, as is generally 
assumed, the tax is borne mainly by consumers, the effect of 
the tax would be to lower the costs of business. This would 
be an incentive for business to increase its operations 
within the City of Boston. On the other hand, if the 
imposition of the sales tax causes a substantial decline in 
the demand for the products of Boston firms, despite any drop 
in costs, there could be a net decrease in investment within 
Boston. Whatever the effect on total investment within the 


city, the tax will create incentives to switch investment 
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fre, the produetion of taxabla geeds co the production of 
none-taxable goods, since the tax should crante some shifting 
in consumer buying habits. . 

Pricess"” What would be tha effect of the sales tax 
om peices? First let us consider the prices of taxable gqoodes 
There will be a strong tendency to reduce these prices. This 
would be dus to the fact that the retaliers right not he 
able to shige the tex forward entizely ¢e consumera. If the 
sales tax ia not edepted by surrounsing communities, there 


ed 


eould be a drop in the demand schedules of taxable goads 





Seid im Bestom. Aud, even Lf the suxrowmding communities 
were to adept the iceal sales tax, there could be seme 
enifting from the dermend for taxshble goats gold in Borton to 
none-taxahle qosda sold in Bostome 0 the extent Chat there 
ie a shift im Gemard from taxchle qeade sold in Bosten, 
rotallexa will be hammered in tryima to shite the tax forward, 
and way have to Laver their own nek prices. 

A second factor influencing the priese of taxable 
goods will be thea effec of the sales tax on imvesatmant ia 
those businesses which eons endfor sell taveble goods. 

Xf the met effects is to decrease such investment, the susely 
of taxeble geods would decreage, thus ereating pressure te 


vaise pricea somewhat. 
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There will he thyea different forcas waxrking on tha 
prices of non-taxable goede sold ir a Firat, Lf the 
nek effect of the tax is to Lowey the total costs of those 
firms which predude and eell the monetaxable goods, there will 
be an inoresase in investment in the production end sale of 
these goods, thus ereating pressure fox a fall in prices. 
Secondly, the tex should tond to shiet gorse investwent from 
‘the production and gale of taxable gosxis, to the ps roduetien 
ond sele of nonmetaxeble qecda. This alse ghould ereste 
pressure for a fart in the peices of nenetaxable goods. 
Finally, the rise og fall in the demand for non=t texable 
geeds sold in Bestes ss a result of the soles tax will alsa 
hava on influence om the peicas of net«=taxeble goade seid in 
Bosten. If thera 4a am imorease im the demand for nenetaxeble 
gone, there will be a tendency to increase prices, at least 
‘im the short rum. The effect em peices in the long run would 
be indeterminate under conditions there competition Za moe 
perfect, einaa an expancion of operations due te an imereags 
im Gomand can lead te a price decxessa, Lf the business is 
operating en a costeprica ratio basis, and ££ the expansies 


of operations causes a deaxvense in the average asst of 





peeduction. Uncar pesZact competition, an inerease in 


& 


iegads te a Lengext 322 ¥ieq in prices. 
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Consunmexs ¢ The sales tax offers an ebvious incentive 
to congumern to defer buying goods in Boston in favor of 
buying in those suburbs which do not have a Llecal sales tate 
The emouns of shitting will depend on the oxtent to which 
retailers pass along the sales tax to final consumers, and 
en the quality of shopping facilities in. Beaton relative to 
its suburbs. As we have seen in Chapter IiZ, those eitiles 
which are adjacent to commmities which do not hava a sales 
tax and which can offer comparable shopping facliities, have 
expexicnced @ loas Gf consumer spending, Capecialiy im the 
eaviler etages of the tax. 

Employssss The eales tex could have two poselbia 
effects on the labor market in Boston. The first would be 
the dezands for higher wages and ealarien dua te the inerease 
in the cost of living for those who deo a substantial part of 
thely shepping in Bosten. The seam woule bea the effect of 
the tex en the supply eZ labor em the part of those who shop 
in Beaten. Unlesa wages and salarles visa enough to compensate 
for the whee an prices resulting from the tax, real income 
weceived ky employees will fall. this brings about both a 
substitution and an incoma effect. Unless they cancel each 
other, there will be en expansion or a coateaction in the 


supply of isbor. 
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Questionnaires: | 

In contrast to the Lecal. fncoma tax, the possibility 
of a lecal sales tax was Eairly wall. received by those 
responding to the questionnaixve. Only 12 replied that the 
tax would forea them to raise the compensation of their . 
employees, ead 73 replied thatthe tax would not force them 
to do this, Seven gaid that the net effeat of the tax. would 
‘be to lower unit conte, 21 said that the not effect would be 
to raise unlit costa, and 5&8 thought there would ba no change 
im unit costs due te the tax. Four thought that the net 
effect of the tax would ba a deexeasa in prices, 11 thought 
the net effect would be an inereasa in prices, and 70 thought 
there would ba no chance im prices due to the tax. Fen 
replied that the tax would induce thes to cantract operations 
im the city, 14 veplied than the tex would induce them co 
expand within the elty, end GO Cheught. there would be no 
change im ogarations within the alty because Gf tha tate 

Of the 93 who amprassad themselves elther in favor 
or not in faves of the tax, 64, of 69 por cent, sald that 
they would favor the wane, and 29, oy 31 per cent, anewared 
that they wera noc in faver of such a tax. Of the 19 manu 
focturera who enswored this question, 12, or 63 par cent, 


gale that they would Zaver the tax, and 7, er 27 por cent, 
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gaia they were not in favor. Of the 10 xetallers who answered 
the idee ion 4 sald they were in favox, and 6 said they were 
not in favor, The most common chjection egainst the tax ky 
all types of businesses was thet 4% would hurt retail businees 
in the city, and thus cause a contraction in retail invesement 
and employment in the ehey. 2 

The reaction to the tax on the part of the business 
representatives and research airectors was much different 
from the reaction received im the queationnaire. To a Ran, 
those interviewsd spoke out strongly againet auch a tax in 
Bosten alone, since thay thought it would do grave damage 


to retailing in Boston, 





Concgiues 
Before we teke wo the question of possible diglooaticas 

im goteil sabes frem a iecal sales tax, let us try to put 

into €ocus the ether agpects of a lecal eales tax in Bester 

by comparing the sales tax wlth that income tax which we have 

decided would be the most Gesirable. That is a supplement 

to the state tax om enrned and business income fer both 

¥esidents and non-residents who work im Boston, with half ef 

the revenue from each taxpayer going $a hie place of residence, 

and half going to hia place of employment. And we ehall wake 


this cemparisen under the assum@tion that each tax weuld be 
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guch that the possibility of distertions would be minimal, 
that is, we answne that each tax would cover the whole Boston 
: Metropolitan Statistical Area. 

Thera are Flve points of comparison betwaan thesa two 
taxes’ efficleney and cost of administration, percentage of 
revenue contsibuted by Sanuvaetacn cae burden by income clasa, 
imcoma elastielty of ravenue, and the effect of the tax on 
the paputorion of the elty among the business commumitye Let 


us consider each of these polats, 


Admingstratiens Thea incema tax supplement would be superlor 
to the sales tax with respect to both cost of ndninierzation 
and effielensy of adminietwathon. The cost to the state of 
administering the caymed income tax plus the money returned 
to business concerns fer the cost of withholding is about 
1.5% of ravenna, While the cost to the atate of administering 
the sales tax plus tha money returned to business concerns 
for collecting the ssles tax has bean estimated to be shout 
3% of veverntese And there axe fewax posaibilities Ler evading 
the tax on earnacd and business income, under which over G54 
of revenue couea from withholding, than there ere under tha 
fales tax, although the extent of evasion is not conaldered 


ny As carn, die 8 iss ey oo TL: a “ 
to he substantial under either tax. 
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Conteibution of Nom-Residentes We have already saen that 
about 404 of Bonton’sa ravenuca from a flat rate income tax 
with a $1,000 personal exemption for the taxpayer and each 
dependent, would come from noneresidonte. Since the state 
tax on earned income is slightly more pregressive than this 
tax, and sines the earnings of noneverddents are higher than 
those of residents of Boston, noneresidente would contribute 
about 45% of Boston's revenue from the supplement. 

The non=reasident contribution te a salee tax in Bostea 
has aay been shown te be also about 45%, Soe thera would 


be ne difference between the twa taxes in thie reapect. 


Buxden by Incoma Clase: Sines the state tax on earned income 
ia progresaive and the sales tax is slightly reqreaad ive, the 
imeama tax would tax pecple more in aecoerdance with their 


ability to pay than would the sales tate 


incoma Blaatielty of Revenues We have already seen that the 
etate tax on earned income has a high incema elasticity of 
revenuia, The gales tax, however, would have en incema 
elasticity cloge to unity, since the tax is roughly properéio 
up to the $15,006 income level, and then hecomes regreasivee 


The incomes tax would be much more desireable in this respect, 


sines city expenditures have been rising even faster than income 
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Effect on the Reputation of the City among the Business 
Commamitys We have seen thet the main reason for advocating 
the Income tax under certain conditions ig the fact that the 
revenues would help to keep down the property tax rate, which 
has hurt the image of Hoston among cue ouniness comm¢«© Ley. 
But we have also seen that, other things baing equal, businesses 
would prefer to see a sales tax rather than an income tax, 
Thus, per $1 of tax revenues, although both taxes would perfoxm 
equally woll the most important part. in helping Boston ‘s 
business image, that is, iewaring the property tax, the sales 
tax would give Boston’s overall business image come added 
improvarant o 

Overall, tha supplement co the state tax on earned 
_ income would be preferable to a sales taxe The suppleniont 
would be less costly to administrate, would tax more in 
accordance with thelr ability to pay, and would have a much 
higher income elasticiley of revenne. These advantages would 
outweigh the alightiy hotter overall business image that a 
sales tax would provide, as campared to an income tax of 
comparable ravens. 

When compared to an income tax om Boston residents 
alene, however, a lecal sales tax which covered the whole 


metropolitan area would be prefershle from Boston's standpoint. 
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Besides tha batter overall business image and the fact that 
the dangers ef disterticns would be lass under the sales tax, 
there is the most isportans considezation of nonresident 
contsibutions Nona eof the revenue from the income tax would 
come from noneresidents, whecsas approximately 45% of the 
revenue from the sales tax would coma from non-residents. 
Per 81 of tax revenuc, the net burden on Boaton rasidents 
“gould be much less under the sales tax than under the inceme 
tax on Boston residents alone. Bosten'a efforta to attract 


ya0pLe inte the city would thes be more successful under the 


fnough this preceding analysia of the advantage and 
disadvantages of a smiles tan vieeaevia different imeomea taxes, 
when the possibilities of distextions ave minimal, mey have 
-helped to polarize those aspecte of the taxes other than 
their passible distorting effects, an important queation must 
ba asked. Ie it realistic to assume that the local sales 
ax would cover such an area that the possibility of distortions 
in buying habite would be minimal, especially in Boston? Let 
us coneider this question, for 2 le the crucial question 
concerning the advisability of a local sales tax for Boater. 


Qur review in Chapter If of the local sales tax as 
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city with such a tax is adjacent to areas which do hot have 
the tax and which can offer comparable shopping fadliitices, 
‘there has been a noticeable drop in the retail business of 
the central city. We should expect that, should these two 
conditions be present in Boston, there would be at laast as 
great 8 curtailment of ratail business as there has been in 
the othar citias where these two conditions were present. 
New thera ia no doubt thes the suburban shopping centers 
do not offer the quantity and variety of goatie available in 
the downtewa Boston shopping district, nor do they have 
public transportation facilities comparable to the complex 
- Yeading to the cowntown shopp ng Gistrict. & she suburban 
shopping centers eanaiy comprise a sizable number of atezag 
and can offer a fair deyqrea of variety of goeode (for example , 
the Chestnut HiLL and Seuth Shore shopolng centers), and they 
ve able to offer ona important servioe whieh the da ba ci 
stores cannot offer, adequate parking facilities. The 
serviecas which the dewatewa Boston shopping center effare 
relative to the suburban shopping cenbers ara net se grens 
that they would nulilfty in thea eyes of many conaweert any 
tax Gifferential which would exist betwaan Bomton and its 
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Thus the question must be asked, “Would Boston's sulsurbs 
adopt tha olen 4€ Boston were to do so?" They cbvicualy 
would iff they ware incorporated into the sama county wlth 
Boston, ond the sales tax were a county tax. But, in order 
to essure curselves that Boston would not lose in retall 
business because of tha tax, the county would have to he 
larger than the county which would be acceptable under a 
local incomes tax, namely, Boston, Brookline, Kewteon, Quincy, 
Canbyidge, Somesville, and Watertown. This 1a becausa some 
communities near Boston are not very competitive with Boston 
fox business investment, but ean compete with Boston in 
shepping facliities. For example, the tewn of Braintree Le 
not close enough to the downtown business district ef Boston 
to offer the proximity to information agencies which Boston 

—and Brookline can offer, nor is it so Loeated that it can 
easily attract a Lerge labor force. And the tow of 
Dedham is net close enough ta the downtown business district 
ef Boston ta be abla to compete with Boston for investment 
ia the services and information establishments. Yet the 
ehopping centers Ja these commamities already recaive much 
o£ thele trace from vesidents of Boston. The South Shere 
Shevping Center in EBxyaintree receives a good part of its 


” Boar 2 3 As om S > = pay » Re oy 5 any Moor Be nt 9% sey a a emia ee aren 
trade from realdents ef the Dorecheater and Nattapan sections 
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of Boston. It also receives some of its trade from residents 
of HMilten, which is situated between Boston and Braintxes. 

And the shopping center on Route 1 in Dedham receives a good 
part of its trade from residents of the Hyde Park and West 
Roxbury sections of Boston. IF Bosten were to have a sales 
tax and theee communities did not have one, there would he a 
grave danger that they would take away even more business from 


“Boston retailers than they have already teken awav. hua, Lf 


the tax were to ba & county tax, the county would have to 


3 


ineLuda a mich Laxg ex area than Boston. About 45 par cent 

of Boston's ratati trade comas from residents of Boston ’s 
neighboring communities. Boston, where employment in retailing 
fell from 112 ta SL thousand from 1947 to 1957, and whose share 
of the metropolitan area retatd business has been falling 


aft 


gheadily einee the late 1940's can not afford to pus’ Ltsel £ 


‘at a competitive disadvantage with the communities of residence 
of those who accewmt fer 45 per cent of Boston's retail 
business. 

Even if these other cenunities ware not part of a 
county with Boston, rua they adopt the tax on their oom ££ 
Posten were to adopt the sales tex? ‘There would be far Less 


chance thet they would do so than that they would adopt a 


local income tax 46 Boston were ta adopt one. For, ££ @ 
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xeaciprocal agreement were in effect under the income tax, 
these communities would ba able ta recover half of tha revenus 
from their own residents working in Beaton by adopting the 
tax, But they would not be eaebie te do this by adopting the 
gales tax. Secondly, these comwnities would be more Likely 
to try to compete with Boston for business if it had a gales 
tax than they would 1£ Boston had an inowne tax. It is much 
easier for consumers to change thelr place for shopping then 
it is for employessa to change theix place ef work, ox for 
buainesses to change their place of business. Many of tha 
vesidants o£ these commmitias ara naw Going some of thelr 
shopping in Bostome A local gales tax in Boston would not be 


advisable. 





Summary of Conclusions ¢ 


“We have concluded in Chapteax VE thaee beacause the Boster 
Redevelopment Authority has not as yet had suffielent tima 

to prove that it can cause the property tax hase in besten 

to vise at Least age fast es expenditures, and because Bosatan 
4a such a small proportion of the metropolitan area, neither 

a local ineome nor a lecal sales tax sheulé be adopted at the 


present ¢ime, However, 1£, im threa os four yaars, thera is 


no increased aid from the State or Federal Governmens to the 
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City of Boston, and if there is constant upward pressure on 
the property tex rate because the tax base is not keeping 
pace with expenditures, then a local income tax should be 
adopted. It should he either a tax on the income earned in- 
the city by non-residents and on the earned income of Boston 
residents, or a tax only on the earned income of Boston 
yesidents. The tax rate should not be above 1.5% until some 
othsxy major ality has shown that the rate can be substantially 
higher then this without caueing serious dislosatlens of 
business investment, the labor market, cr residential location. 
The tax should not include the investment income of Boston + 
rosidants, mor the net profits of corporations in Boston. 

Lf the tax is to include only the esrned inesame of Bostan 
residents, it should be a flat rate tax with a personal 
exemption of $606. If it is to inalude a the income sarned in 
hea-cLlty by noneresidents, as well as the earned income of 
Bosten vesidents, it should be a flak rate tax with a parse OnE 
exemption of $1,000. 2£ the income earned in the eity by 
nonereaidentsa is taxed, a reclpracal aqreament should be in 
effact whereby, if a parsen is a rasident of ona Semen ee 
with the tas and works in another community with the tax, cach 


community would receive half of the tax revenue. 
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the advantages ef such a tax would bee 

1} Xt would allew a decrease im the property tax rate, 
wrickh is becoming more oe mere iroortant ta tha 
economy of Boston, Bosten ie becoming more and 
Hore coupekitive with ether major elties for 
business investment, and lesa and less competitive 
with Les cusurba., Bosken'’s high peeperty tas rate 
has caused 4t to be elimimated from consideration, 
in favor of other large eltias, as a Lecale fer 
business investrante 

2) E% woud give Boston a seurea of tax revenue whieh 


hes em income clasticley of revenue greater thar 


one, This would complement the property trot, 


wiles 2te incame elantiaity wiLL have visen ever 
sure Ce Fete tha Gime. 

3) It would inerense the equity ef the Boston tax 
syoterm, Gince the inesms tax would be progvessiva, 
end the property tax ie regresadves 

Because of the serious danger that such a tax would 

da grave harna te tha sotadling business in Beston, a local 
sales tax ig Besten would not be sdvienble, either at prasentk 


ex im the near futures 
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Lonanton Research Corporation, pte achusetes Voters 
. fare (Bostens Massachusetts Pederation of Ta oer 


Associations, 1962}, He. 23. 


27ides Bo 43e 


2yuansachusakes Faderation of faypayers Asseciabions, 
Neva (Boston: Masenchusetts Padexation of Taxpayers 
Agacoclations, 1965}, poe Le2. ; 


4 aa Geoply qrateful te Abraham Zimon, Heil Shes, 
aad, eapacialiy, Gaorga T. Smith of the Legal Buresu of the 
Department of Coxporations and Taxation ef een ussy ee 
Me, Smith opent many hours researching this question for me, 
and all three were a helpful in answoring the questions 
whieh IT agked om thie subject during a twoehcur interviews 


Gg 
“Lettar £rom Gsorce Kenneally, Chairman, Joint 
Comaiteos on Tamation, Commomeaalth of Massachusetts... 
_Mareh 24, 1965. 
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1964), Table 39, po. 73-74. Priex to 1963, thie was a $415 
tax om each $1,009 of Gaxable coxrporete excess ex taxable 
Hassechuectts tangibles, whichever was greater. 







2Orb Ade» Tulcea Chamber of Coamarce, "Commaxatcive Tax 
Rates of 125 American Cities," Industrial Baeveloument, 13a 
(vecesbar, 1963}, pe. 1216, 


3Scarl, S. Shoup, “Sew York City’s FinenelLel 
end the Transit Fare,° Netionnl Tex Journal, V (Se 
2952), De 220. 

Bh etter from Alfred Palhom, Controller, City of 
Detrolt, Februaxy 6, 1964. 
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34, otter from Ae Tne Warren, Divestor, Ines wee Bar 
Division, Office of the Controllers, City of Detroit, Tuly 24, 
3.964. 


33of, Chapter IZ. 


Mescatouns, 1 The Mointielpal Fnceme Taw: Ita History 


Sb Tee 


and Problems, ppe 15,116. 





3Sappendis A, pp. 39124027 405-406. 


3Sunq tex base in 1963 was $1,495,879,900. C&£. 
Chapter Y, pe 12. ; 


SFr term "interior? good is used im the technical 
economle senda, Lt refers to a goad of which the emount 
purchased Celia ag personal Inceme rises. 


2 


. 


33. : 
Agpendisn €.» 


39y 48. 


onose interviewed woree Dean mae axeaut lve 
VYiee President, Reball Prada Boar op ledaaty arwell Bal, Free 
President, Greater Boston Renal Estes Zyobas eae Ay Donald beluge, 
Managing Director, Rental Rousing hecacise ioe oe the Groater 
Bosten Real Estate Boards Abrom T. Collier, President, 
Greater Boston Chamaer of Commereay Lyman Zeigler, Research 

 ~ Divester Massachusetts Pederation of Taxpayers Agacaiatlonag 
and Kennet on iaulndees Freasurex, Filtens’sa,. The tncenve ewe 

dealt mainly with thea questions asked (nm the questionnaire. 
The average tima of the interviews was one hour. 


Va coondiy Ay Yo 391>402; 1405~406. 
420¢, Chanter I, pe 12. 


ay 
appendix Ce 






G4. bid. It wag mecessary to isk the net profits tas 
with anether tax in the questionnaire, since tha reaction by 


a a 
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at 
tha business conmmity te a net profits tax alone wag toa 
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“Sppnendist A, Pp. 403-403. 


46cg, Chaptor ZX, @able Teh, De Oo 


87 enandixt Ge 


“Se¢, Chaptex EZ, poe LIS-IE7. 


“Spotter from Leonard Bronder, Senter Research 
Associate, Citizens Research Council ef Michigan, March 19, 
1964, 


SSane answer to the guastion of whather the none 
sagident Laker forca ia a net burden to the Boston taxpayer 
would be a Gigficult task, and ie outside the seope of this 
work. Cross saction data from many citiea could be used, 

An example of the difficulty of teylng to estimate the additional 
expenditures dua to the noneresident Leber force by a survey 

of the differents dopertments in tha City ef Boston is provided 
by my cum attempt toe gain an estimate e& the additional 

teatfie costs causad by the noneresident Labor forces. A 

letter to the Polica Comsissioner for goasihle help om this 
task brought thea following replys 


Up 42. now, there has been no eatimate mada cf the 
counts to the City of Beston, of money apant in the 
directing of txraffie. It is even mora dlfifieuLe 
———— €@ eatimate tha cast to the clty, in the contxel 
eq ef thosa vehiclas which eater ous city in the morning 
amd Leave again in the evening. There are go many 
hidden costs that enter the pieture, hafora a rend | 
is established end after it ds in usa, that it may 
very well be inooseinie to arrive at an accurate 
fieure, (Latter from Edmund McMemara, Polies 
Ceamiasionex, Cluy of Boston, July 24, 1964) 





Slog, Gable Vie@, We era herve talking about the 
burden of the tex before the fedaral deductien. The source 
o£ the siight progression of the tax is the exemption ef 
militery pay, pensions, Seeial Security payments, and 
Welfare PayManed « 
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Seas we saw in Chapter If, Pannsylvania gives the 


coummity of residaucea alaim to the tax revenue over the 
comunity of employment, 1@ both cammmitiea have tha tax. 
fha only exception to this la Philadelphia, whieh can claim 
the tas on the inceme earned within its borders by none 
residents, regardless of whether or not the commmities af 
residence of thege workers have the tax. 


5355 "finaneg" industrica wa mean mainly Ineurande, 
benking, senl estate, securities end investment banking. 
(Greater Boston Economie Study Committee, A Report on 
Bowntown Boston, Appendix, Table 13.) 


aa Be 2 


55 gesesy mies TF. Holsington, Ppaliyst 


Pexmit. Datars gan pi, 1960 « Dece 
Bosten Redavels; _ Anchor Ley, "3986 







ston _ BULLI ing 


3 aS 


(Rostoua 






Dy Boo Dokdo 


“Sgreutor Resten Economie Study Coumlittes, A Rosort 
on, Downtown Boston, Pe ge 3 


57 
Hf 
Xid 
fo A 
*7% ehould also be kept du mind that a perty tax 


rate reduction ia net ee dmeortank te a manu ueaeeun am one 
might suppese. Inventeries and industrial machinery age 
not sulsjec&’ te a local preperty tax in Masenchusests» 


Sane coma con ales be said of retailing, whieh hag 
also expe: a ieate a fall in employment in Besten. (Greater 
Beston Economie Ghudy Committee, A Report on De : 
Appendix, Gable 2.) Since setallers depena £o much on Low 
incoma help, there was gzave concer amone vetaLicrs that 
an imceme tax would het theds competitive situation sarioushye 
But the allewanes of a personal exemption would do much to 
vectié€y thig situatiogte. 

it should be kept im mind that our concern here is 
with the poceibility that noneresidentsa, opechally thoag 
working im manugactusing and retailing, would seck expLoymant 
éleewhere in oxder to escape the pare This Ls why a sub 
stantial rarsonal exemotion 1s prosesed. The e: 
wigne have a siient afversa effert, x waver, Given tha fack 

< anufezcturing or retailing 
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that @ noneresident emeleyed in m 
in Boaton will mot esck work elaewhere in. order to escape 
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the tax, the personal oxemption could decrease the prount of 
work hea would do in Besten. For, given the same amount of 
tae revenue, tha substitution effect would be oreater palais 
a tax with an exemption than under a tax without the eseiprion, 
aince the marginal vate would have to ke higher. And tne 
incoma effect would ba Less under the tax with the exemption, 
wince the incoma tax liabliity would be lesa fer the person 
exployed in manufacturing ox retailing. ut, because such 

& tendency would not have the effect on the lubor market 

in Boston as would the tendency for nonereaidents to change 
theirs place of explownent to owtsida the eity, the pesconal 
exemption ie eth recommended. 


Sr nmandise E gives the Location a4 all comunitied 
in the Boston Standard Metropolitan Statistiaal Area. The 


breakdown by ocacupation of the Labor forea of each of these 
ectmmities Le given im tha citation of fostmete 762 below. 


Slappencliss Be 


62y,5, DRevartment of Commerce, Bureau of the Consus 
United Stakes Censuses of Ponulation. and Housine. £ 
Ce Censes tenga ES _Repert | on “oe 186, 
Betes Stand $ 
UeSo Governsnn: 











‘ 










By 


ote 3 eer: Det ofed 


Glrettes Eee Fran 
City of Boston, September 
E4cone Investment concultenss think that, ever new, 
Bosten is in a gren ates competitive struggle for business 
investment with othar major clties then it ie with the other 
eommundities within ae saat roooliean aren. In response to the 
azgument that the property tax should not be a detersent ta 
business investment, simce flxeme planning to invest in 
consteuction in Bosten can seach an agreement with the 
nusessingy offlee beforcharnd so thet the effective tax rate 
will ba more compatitiva with those of other cities, peace! 
consultants admit thet these agreements can be, and hav 
been, made, (A 1968 article in the Nabionel tase Journ, 
showed that the assessment ratio for waw conetruction & 
Besten is enly shout 7es of the assesment ratio ©£€ othe 
property s ay Oldman and Henry Aaron : 
Ratios Under the Boston Property Base, ® 
(March, 166 
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is Cuddy, Commiesloner o£ Aggegel ng 
Le LSGS > 
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consultants also point out that there isa Lnoreased talk of 
taxpayers’ suits in Masaachusstts to forca full assessment 

of all prerertics, such as cacurred in Springfield, 
Mussachusates, a caw years ago. The fear ef thig, gay the 
‘gontultants, tends to deter new investment in Boston, no 
mattex what assegsiient ratio is Bes lies wpon with the assessing 
office. 


SSropendix A, Pp.o400=20L. 
66,04 eter Lom Leonard Bronder, June 25, 1965, 


Glowmer oT. Holeingten, Analysia of Boston Buliding 
Permit Datay January Le 1960 = December Shr O53, Bite lB. 





GSappendix A, Pable-Ael. 


Gee, Yable Views, and footnote #51 of this chapter 
om the tax without axemotions,. Teble Rel, of Apsendis B, 
ghewa the at, when the basis of comparison is a family of 
four, the average-aised fend lye the tax, with @ personal 
exemption of 8600, is progressive. 









TOarmondiss Ay De 401-402. 


Mitoumovaxry Commeaion on Clty Finencea, Clty of 
New York, Toward Fiscal Stre caer _overscoming New York Cliy'a 
Fi nanckad, Di Di lens ie ork s enmporary Commiesion om City. 


Finances, Chey Of York, 4¢ 66s), Pe OF. 





Tampa ratio of earned imcema to total personal income 
in Massachusetts has heen constant in recent years, (Survey 


of Cursent Business, Auguet, 1964, Table 9, ppe 1415.) = 
agsume that carned zncem 








10 Js not viaing slower than personal 
incoma in Boston. And the allowance of @ pavsonal exemmtion 
would mean that, as porsonal income resea, the percentede 

of earned incauna which would he taxable would rise, and, 
therefere, the percentaga of total paysgonal ineocme whieh: 
would ba taxable would also rise, 


Paonendix Cs 


Peas a i: 
Tuarold M. Groves, “Mew Sources of mete oa Intere 


3922S, Fra te ay 






nbal Piseal Relations, " Natic fax 3 
iter o: = SS *s 
(Sopteuber, 1952}, pe 239. 
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Poart &. Showp, "New York City's Financial Solution 
and the Transit Pare," pre 220. 


Ws gatos, The Municipal Income Taxes Its History snd 
Problems, peo 7e 


Tt reon Tayler, Local Incoms Taxes ac a Source of 
$ 
te 


CIA na MENTE a eae ARE ee 


eS 
Revenue fos Michionn Cormunities {East Lansing, Michigans 


Institute Lor Commmity Development and Services, Michigan 
State University, L541), po 24. 


savior, ‘Local Ineose Taxes After Twanty-One Years," 
Pe 1296121. 


Ee 


T9seatea of New York, in Assembly: Prins 68134 
$931 (Albanye Stata of New York, March 31, 1966). 

SOL ster from Leo Miles, Director, Auditing Division, 
State Gf Veah, May 14, L9G4. 


Slrobeart Me Kantas, “PederallyeBased State Tneota Taxes,” 
National Tax Journal, IX (March, 1955), pe 49, and note 7. 


Bagel sory Comnisalon on Inkerdevarnmental Relations 
fax Overlapping in tha United States 1964, Table 30, Bo 57s 
: 
B3zenkex Exon Me Co Kennedy, Asolstant comalestonor, 
Audit, Departuenk of Revenue, Stabe of Alaska, May 12, 1964, . 


S4ime level of Investment income affeats the effective 
vate of tax on earned incoma through the deduction of part 
of the Federal tax liability from earnad income. The 
Gedvieklon allowed is the Pederal tax llability times the 
percentage ef incone which 18 in the form ef earned tnocme. 
Becaude of the prograsgive rates of the Federal tax, the Level 
of investment imcome affects the aise of the Ceduction, But 
the effect af this on total state tan liability on earned 
income La not great. For exanmole, let us consider twa man, 
each the head of a family of four, each receiving $16,600 in 
earned income, but one receives no investment incoms whereas 
the other veceives $5,006 in investment income, a rather 
substantial difference, In 1961 the former would have paid 
@ estate tex on earned income of $160, while the latter would 
have paid a state tax on earned incoma of $156, a difterenca 


, 


of alightly mora than 2 pox cent. On the other hand, a 100 
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per cont supplement to the Federal income tox times the 
percentage of income which was in the form of earned inane 
would have tasted the foxmex individual $1,250 and the Latter 
individual $1,500, a differenca of 20 per cent. (internal 
Revenue Service, Individual Income Vax Returns for 1O5l, 
Washington, D.C.e US. Government Printing Office, 1°63, 
Table 16, pe 100.) : . 


Bo am $9 enalyeie is made under the assumption that a 
referendum in 19068 to make the Massachusetts persomal income 
tax a percentage of the federal tax will be unevecessful. 
This assumption is made because a similar referendum in 1962 
to allow graduated crates in the Massachusetts income tus 
was defeated by a S to 1 ratio. 


SGaauisory Commission on cepa sMacese al Relations, 
fax Overlavping im the United States: 1964, Tabla 53, Bp. 1236 


ih 


Olrpide, Table 52, pe 120s. 


SSpepartmunt of Coxporations end ereatten: The. 
Commonwealth of Massachusette, Masse % FACoRe 
Tau Forme and Instructions for Pre ng Form ae “(Boston 
The Commonwes Leh, O£ ‘Hangachusests st5, 1963), ppe 5-6. 






OP gn Comme mvealth Gf Ha pearing Repert of the 
Special ¢ mm Taxations t, The Tass “Syst es 
boda ere evian Weight “end Potte! 


aT 51), ER. S233 6 
me deduction of that porte 
which is dua to earned income deas na 
of thea tax svbstantially. Though thy active vate of 
Yederal tax increeses as imcoma rises, the percentac ja of 
the Federal tax which is deductible Zalle, since the 
percentage of total income which is e earned income fallae 
















Tb he Federal tax 
é. ag 


of 

affect the progressivity 
ets 

eh 
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Shona Comanmwealth of Maseachusetts, Acts, JEs6 « 


Chopter J4 (Sostons The Commonwealth of Massachusetts, 1966), 
PP. dca"? ® 


ronendin A, pe 413. 
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S2gemnis eatdmake was meade by Robart Cepelasa, fexmax 
fax Comaiseiener of Maceachucetts, is an interview im Horch, 
1965, he estimate waa based om thyaga factaras (1) business 

‘Cemcerna im Connecticut pay abouts 17 per cent ef reverneays 
(2) the Messachucetts tox would have a cemewhat Gi fforent 
tax bueea,. The chie? aGisferenes would be tha fact that 
Haeeachusesta would oxesot Industrial machinery, wrich isa 
tanable in Commectiiewks ead (3) the concentration of business 
concerns in Rostom as compared te Commectiaute 


Sasatoe Menegement’, Survey of Buying Poyes (1034). 
Bosten’s shara of retail sales in Massachusetts is shout 
Gouble ite sherea of the atete’s pooulation. 


ee : 
S5en, the Giscuseion of “peiecs," we do not include 
fhe tax which is added on to tha vatail price, but wa mean 
the retail prica Luseif. 

‘F4 

*Snomandis Ce 


O? gates Hanagement, Survey of Puvind Power (19470168). 
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APPENDIX A 
Hathed of Eotimating Revenue viola ef Different Texea 
AR_l per cent tax on incoma earned im Beaton by 
non-recidentsa 14 1963 

The 1660 Census gives very goed data on the nucker of 
people in each of Kosten's suburbs wexking im Boston dn 1960. 
The Census also givas the modian wage and salary earned by 
the residants of each auburb. There &s ne such data, however, 
fox 1963. 

We have three indications as te the possible change hia 
non-resident empleyment im Essten from 1960 te 1963. The 
fivst in the inexease ia employment in @e state and eounery 
from 1966 to 1963, Sha second ie the continuous exodue frem _ 
Boster te ite suburbs ef much of Bestem'a population, a 
fraetor which imereases the preportion of non-residents inthe 
Boztea Labor ferce. The third factor is the trend of GHDpLOY< 
ment in Boston. Although total employment in the Bosten 
matropolitan area inesease substantially from 1947 to 1957, 
esployment in Bosten declined an estimated 15,000. Our 
essumtion will be that the improvement in the everall employ- 
mont picture from 1960 be 1963 and the inexeased pereantage 


of non-resideate in the Bosten laker feree just effest ths 


Le 


hy 


3s a= 
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trend ef a declining total expleymant in Boston se that the 
number of non-residents expleyed in Boston wae equal to the 
‘mumber im 1960. 

As fox the estimation of the wages and ealeries re~ 
ceived by thease nen-residente im 1963, I will teke the Ceneus 
figures on the median wage and salary received in 1939 by the 
members of cach suburb, and inerease thase figures by the 
percentage imerease in the average earnings in the Boston 
Metropolitan Statistics! Area geom 1999 to 1963, 15.2 per 
cant.? 

As for exemptions, the Census gives the population and 
. the number of those employed in euch suburb. hie gives the 
average number of exemptions per worker in each suburb. The 
Elgure far each suburb will be multiplied times the corves~ 
ponding number of Reston workers in each cubush., Multiplying 
then by 6600 gives the tetal value of all possible exempticnas. 
We thus have the follewing teble. | 

Hot all of the posaible excaptions would have been used, 


however. Tho estimation of the value of perecnal exon; 





which would have bown usad Le a two-step precese. Firat the 
hreakdown by carned imcome class in that part ef the Boston 
6tandard Motroepoliten Gtatistical Area which ia outeide 


Boston is needed. Then the breakdown of the number of ex- 
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TASLE Aol 


Estimeted Tax Ease of Tax on Income Karnad in 
Boston by NoneResidentas 1963 
SO AE TT: LE FS SRN RIEU LL ET ISL NOPS LAE) PIGS PG EIA ERIN POLAND 


fax Bese with 
Value of all possible 


Humber HMedian Total Income Mo, o£ Feesible Exemptions 
of Yaga og (Sthougands) Possibie Exemptions ($theusands) 


Commintéy Workers” Salary? SELES) Exemptions (8 aeheeands) pen 3 Sed ED hs 
aa) (5) (9) 


Chelsea eae 
Revere Pais 
Winthrop Pendle 
Beverly peas 
Lyn - shee 
Peabody see 
‘Salen seus 
oe Hale 
Eeeex County emate 
Arlington Spaaeee 
Maiden ae 
Medford sates ae 
Helrose eee 
Neeick 





my (a) (3) 
2,949 $4,899 $14,466 

















1,435 2.777 3,995 260392 12,243 86,746 $11,645 

4,050 44 2a ayes 10,093 21,310 

26 ts ye 19,820 ee | ae | ee 
a tin 20 toy fa ioe 





CH ASHES AOI EE INOE LOI BE NSM RETIRE OT IEEE BETO SOL ELIE IL LESLIE SNE IEEE EET BESTOP BS EL ITB PIC PERE TIME LII ES 


233 } S52 3 GSE mn 
ee 3 Ae “ay0t 7,572 9,96 5,977 11,595 
2 5 9d 3B z 
390 2576 ee 3,542 2,899 1,739 3,803 
e+ of 


Nhs 














562 is a os 931i &. ad a 
316 ters ner 3,803 2,259 1,355 _ 2648 
11 723 24,670 ‘A 
Bi oS 55640 § 23,310 16,248 9,940 26,370 
: (AT 29 oe Pp oe ce Pa % = oe 
Pa oe phages 84281 57,941 17,862 10,933 27,008 
Sek, Gp 


eT EPR TERI SETTER EET AEA I TE SEATTLE RAT STERILE SE SND SL EEE NLS SBOE EISELE OOS TNE NS IESE A SAFE RAD SEIN 


ite : 202 iz 223 31,976 17,917 10,961 21,015 
= a " 56 19,709 9,063 ~ eae = 
Me Oe i la 1 
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Community 


' Rewton 
Belmont 
Canbeldge 


Everett 


Framinghan 


. Lexington 
Somervilla 
Walthast 


Watertown 


ea 


Hoburn 


Balsece of 
Middlesex 
County 


Milton 


Pecdham 


394 


TABLE Aol © Continued 


' Fos Base with | 


Yalue of all possibic 


Number fodisn otal Tacoma Re. of Poselbie Exemptions 
OF ae ia (Sthougands} Possible Rxenptions (Stheusar nde) 


Yorkers Selary) oe ELS) Exemptions” (¢ thousands) (3) (5) 


Ce (4) G) (6) 



























































Petey) a cer) qeiceg (2079 3E.72h; 19, ne 
Set 2,600 ee Ee fs ast one 6,479 17,096 . 
ee ae 1676 10,057 4080 
el lg = am a aes oy 
eee a im Bs 12,425 6,593 3,956 8,469 
tele 2G OE IS ats ak 6st SMS 
wate Tedd “pas 8, 7 ree 5400 3,288 ei 
wale, $4083 6.852 576879 aoary 35,539 20,220 504354 
tate 150 7268 294700 99,075 16,259 9478327450) 


Ate IO NES 
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2,616 3,765 oe oe 2 
1,159 230 ey i 25,636 8,751 5,251 26,585 
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Community 


Quincey 


Wellesley 


Veysouth 


Balance o£ 
Nerfolk 
County 


Part in 
Piyzsuth 
Counecy 
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TASLE Aol - Continued 

















Tax Base with 
Value of sill possibic 
Rumber fedies Total Income No. of Possible Exemptions 
ef Wage o¢ ($thousands) Poesible Exempt ions (Sthousands) 
Yorkers® Salary” Ee ).  Exemetions®($chousenda) O50). 
(2) (2) (4) (3) 
582 1s 33 
Deeeteslsegi= Sond ia azg CuO amas 0878 47,377 
x Hd 28 
ete Ramses o 733 18,563 21,131 7,168 4,300 16,831 
503 £98 22,761 . 
Syne iE $4898 ads Wecuo ag Gas) | °7) E51 19,545 
Me 6 G25 3535 Nuke 
pati ts eee 73,386 89,416 41,663 24,998. 64,428 
fale 4,30 30 29,943 . R ay 
aoa 505 23 208 4,781 15,586 9,348 25,633 
$1,094,433 $315,605 $738,628 
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TABLE AeL « Continued 


Fe S. Department of Commerce. Bureau of tha Census, 

United States Censuses Of Population and Housings 
1960. Census Tracts. Pinal } Report PHO - 18, 
Boston, Nassachusetts Standard Matropolitan 
Statistical Area (U.S. Government Printing office, 
Washington, D.Ce, 1962), Table Pe3, "Labor Force 
Characteristics of the Population, By Census Tracts: 
1960," pp. lav~129. he follewing is an example of 
the way in which each figure ie reackede Chelsea 
is listed as having 12,439 workers, 8,356 male, and 
4,083 female. Geme 4,065 of the 12,439 are listed 
as working in Boston and soma 7,494 are listed aa 
working eutsids Besten. Seme 876 de not have their 
place ef work liste@, Fhe estimated number of 
workers in Boston is thems 4,069 + (4,069/11,563 % 
876) = 4,375. G£€ these 4,375,the estimated number 
ef mals workers is 2,940, and that ef female 
workers 1,435, the same ratio as is in oereee £or 
all Chelsea workers. 













United! brates Consus of Po puistion: i260. 
2 Fares é D 






Vole es -& CS Of £ tha 2@ Population. € 23, 
Massachusetts AG EGR » D.C. U.S. Government 


Prantl ing office, | 1963), Ppe 23.2)7-23.228. Each 
€igure given ia the Census is imeveased by 15.24 
per cent, the average incsease in wages and 

salaries per employed persen in the United States 


ER OR 1959 te 1963. The figures fox the “balance 


ef a county ere the result ef a weighted average 
of the median wages and calaries of the cities 
and towns of each county for which the figures ave 
given. 






, Unit Bed Stat 3 of Population and 


Se anad . Report, PEC 
IAB e ueetes. Standard Metro« 
politan Bbatistical Azea. Bach £ LEBLe “is equal ta 
2.57 times the total number ef workers listed in 
Column #1. @he figura 2.57 represents the estimated 
number of dependente per worker. It was arrivad at 
in the following manner. Yhero were, in 1960, an 
estimated lala Workers Living in tha Beston Standaxd 
Ketropolitam Statistical Area, but eutside Bestona 


ATR TD 
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(p. 127). At the eane time there ware an estimated 
1,892,104 people Living in thea same area. The 
average nusiser Of examstiona per worker Living 
outside Beston, but inside the Boston Standard 
Metropolitan Statistical Area, the area which 
covers ell of the communities and counties Listed 
in ¢his table, was therefore 2.57. 
emptions which would have been uzed by each hovschold in each 
income class is needed. 
fo get the breakdown by earned income class, © first 
take the breakdown by adjusted gross income im 1961 in the 
Boston Standard Metropolitan Statistical Area. I then trange 
form theese figures to take account of the fact that this tax 
would have been on earned income atone,> and for the fact that 
the tax would have bean only on those reaidents of the Boateon 
Standard Metropolitan Statletical Area who live cutside of 
Boston.” I then increase each fiqure by 7.0 per cent, the 
rate of inerenae ef average weekly earnings in the Beston 
Standard Metropolitan Statistical Avea from 1961 to 1963.° 
fo get the breakdown of the number of exexptions which 
would have heen uged by each household im each income class, 
~ teke the breakdown which is given by the Internal Revenus 
Service for the nation ag a whole fox 1963, and apply £& to 


the Boaton Standard Metropolitan Statistical Area for 1963-6 
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X then find theatc the value of personal exemption which would 
have been, used is $277,5926 million, or 87.9 per cent of the 
‘value of all possible personal exemptions as listed in Table 
rer $315.8 million. 

Thus the revenue from el per cent tax on the income 
of non-residents earned in Boston in 1963 would have been an 
estimates €10,544,330, The sane tax, with a $600 personal 


exemption, would have raised 67,868,404. 





Al per cent tax on both earned. at ad_ investment 
income of Boston Residents: 15 
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The adjusted gross income figures in 1961 in the 
-Boston Standard Metxopolitan Statistical Area are found in 
the Internal Revenue data en inceme tax returan for 1961 
from matxvopolitan areas, ££ take the adjusted gress incom 
of the B.8.M.6.%. in 1961, multiply this by the ratio of 
Boston veeldents to @11 residants of the aexea in 1961, and 
then multiply by the ratio ef the median caraings of families 
and uncelated individuals ef Bosten in 1959 to the median 
earnings of families and unrelated individuals of the 
B.8.MG.A. in 1959. Thies givos en estimate of the adjusted 


gross income of Reston residents in 1961. Thusse 
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Adjusted gross income of Boston residents in 1961 = 
Adjusted gross income in B.S.M.S.A. im 196) x 


Population of Boston, 1961 hai 
Population of BeGelaBeA. In 1961 


Median earnings in Boston, 1959 
Nedian earnings in B.S oM.G.A., 1959 


; 8 ALd 
5,296,028,0007 x —€78,906" $4,264*" Sens 
Benen aae 2,569,3019 = g5,5372t * 92.080, 550 


fo transform this figure into income in 1963, 1 multiply ie 
“py the vatio ef population in Bogton in 1963 to that in 1961, 
and then multiply this figure by the ratio of por capita 
taxable income in the U.S. im 1963 to that in 1962. 


Adjusted cross  $1,08 20,550 e Population Woe ae Besta, 1963 
income in 1963 Population in Boston, 1961 


A aaa in 

Use, 1961 Taxable porsonal incomes in U.6., 1963 
Population in in * gaxable personal “income int UeBes sek 
UG., 1963 





= $1,080,550 x £59.200'* ,, 323,650,00079 
678, 900 189,380,00014 


$426.1 billion’? 


6383.7 biliion?® ~ Sbe429. 580,000. . 


fo transform this federal tax base, under which 
pensions and military pay are taxed, into a local incema tax 
base, under which pensions and military pay are exempt, Z 


multiply the federal tax base times the percentage of this 
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income which is not in the form of pensions and military 


pay. This figure is taken from the Bureau of Labor Statis- 


s 


tics study on Consumer Expenditures and Income 


reel 


Urban Placed 


23 





in the Northeast Region, 2960-1961. Thus, the base of a 
jecal income tax on both earned and unecarned income ise 


$1,119,560,000 x .99347 = §1,160,447,000. 


Thus, @ 1 per ceat tax on beth earned and unearned 
income of resiGents of Bestom would have raieed 812,064,470 
in 1963. 

fhe value of all possible personal exesntions would 
have been 659,700 x $600, ox $395,820,000. To estimate the 
value of personal axerotions which would actually have 
been used, I use the same method as was used just above for 
eatimating the value of exemptions which would have besn 
used in 1963 in that part ef tha Eostan Standard Matro- 
politan Statistical Area which is outeida Boaton, except that 
XL adjust for the different levels of income, ena for the 
facet that this tax would have been on both earned and in- 
eaeroent income. As we saw ahove, median earnings in Boston 
Were some 25 per cené lower than in the Boston Standard 


Ketropolitan Statistical Area in 1959.48 f assume that this 


was also true in 1963. I then find that the value of personal 
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exemptions which would have been ugzed is $328.885 million, 
or 84.1 per cent of all possible personal exemptions. 

Thug, a l per cent tax on both earned and investmant 
incomes of residents of Boston, with a $600 poxsonal exenption, 
would have yvraised $7,715,620, 

Al per cent tax on earned end investment income of 
Boston residents and the income earned in Boston by non- 
Pee iacnts would have produced §21,548,000 in 1563. Tha gana 
tax, with a $600 pexsenal exemption, would have raised 
$15,486,024. 

A l per cent tax on the carned income 
of Boston residents in 1963. 

fo eatimate how much a l per cent tax on the earned 

income of residents of Beston would have produced im 1963, 


{ take cur estinate ck tha tax base of a l per cent tex 

en both earned and unearned incems of Reston residents, and 
maltiply this figure by the percentage which was in batons 
of wages, salaries, and self-employment income. This pere 
centage I assums Co be the same aS oxiated etatewlde in 
1961. The tax bese of @ tax on earned incems of Beston 


residents in 1963 woul@ have been: 


$1,1006,447,000 x .894l9 = $993,806,000. 
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With the allowance of a S600 personal exemption, the 
value of all posalble personal exemptions would have been 
$395,820,000. To estimate the valce ef pereonal exemptions 
which would have actuelly heen used, £ use the same method 
as was used above for estimating the value of exemptions 
which would have been used im 1963 in that part of the Boston 
Standard Metropolitan Statistical Area which is outside 
Rosten, except that I adjust for the different levels ef 
incoma.“9 4 then find that the value of personal exemptions 
which would. have been used is €$336.510 million, or 83.8% 
per cent of all. possible persenal exemptions. 

A 1 per cent tex on the earned incoms of Boston 
residents in 1963 would have produced $9,838,006. The sam 
tax, with a $600 personal eesantiane would have produced 
$6,532,900. 

—— A 1 per cent tax on tha income earned. in Bosten by 
hon-xesicents end a l per cent tax on all earned incore o€ 


residents ef Boston in 1963 would have raised $10,544,330 


Rod 


plus $9,838,000, or $20,382,330, The same. tax, with a $600 


pereonal exemption, would have raised $7,768,464 plus 


BY, 
pa 


$6,532,960, or $14,301,304,24 
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A_L per cent tax in 1959 on the incomes earned in Bosten 
by nonereaidenta, 5nd on the earned income of Boston 
residents, with 9 $1,000 personal exemption. 

We have already estimated that non-residents earned 
$1,054,432,000 in Boston in 1963, Assuming a 3 per cent 
anmniusl increase in the level of wages, salaries, and seife 
employment income in Boston from 1963 toe 1969, 74 and ageuming 
that the number of non-residents employed in Boston in 1969 
will be equal te the 1963 figure, non-residents will earn 
$1, 289,800,600 in Boston in 1969. To estimate the value of 
personal exemptions which would actually be used, I usa 
the same mathed as was used ahove for astimating th 
value of exemptions which would have been used in 1963 in 
that part of the Boston Standard Metropolitan Etatisat ideal 
Area which is outside Boston, except that I adjust for the 
aesumed 3 per cent annual increase in the level of earnings. 
I then find that the value of personel exemptions which would 


2 


be used is $420,547,260, ox 79.9 pex cent of all possible 
exemptions. ‘The base of a tax on income earned in Boston 
by non-regidenta in 1969 would thus be $839,252,740. Al 
pear cent tax on this base would raige $8,392,527. Ifa 
reciprocal agreement were in effect whereby, Lf a parson is 


@ resident of one commmity with the tax, and worke in anather 


Visersmectiaaed with the tax, each comunity receives half of the 
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tax, and 4£ all the communities of residence of Boston's 
employces wore to adopt the tax, Bosten would receive 
$4,196,204 from noneresidents « 

We have already estimated that Boston residents re= 

ceived $983, 800,000 im earned income 4m 1963. Asswaing a 

3 pey cent annual increase in thea level of wages, salaries, 
and self-employment incoms from 1963 to 1869, and assuming 
that the numbex ef Beston residents empleyed in 1969 will be 

equal ta the numbex employed in 1963, Besten residents wild 
receive an estimated $1,174,657,000 in earned income in 1969. 
Assuming the Hane numbers o£ Gopondents per workere as estle 
mated in 1963, the value of all possible exexptions would 
be §659,709,606, To astimate the value ef personal exemptions 
Ritkoh Would actually be used, I uaa the same method as was 
sed above for estimating the values of exemptions which 


in Boston, except that I adjust 


fe 


would have been used in 1963 
fer the assumed 3 per cent annual rate of increase in earnings. 
XL then find that the value of personal exemptions which would 
be waed Le $511,268,6000, or 77.5% per cent of all possible 
prnspe lone: The base of a tax oa the carned income of Boston 
residents in 1969, with a $1,000 personal exemption, would be 
$663,389,000, and a l per cent tax on this base would raise 


$6,633,890. . 
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We also assume that the percentage of employed 
residenta of Bosten who will be working outside the city 
in 1969 will be the same as in 1963, 15.5 per cent.23 sow 
if a veciprocal agreement of the type mentioned above were 
in effect, and 1Z all of the communities of employment of 
Boston's residents were to adopt the tax, some 15.5 per cent 
of $663,389,006, ox $1602,925,000, would be subject to a one= 
half of 1 ror cent tax by other communities, In this case a 
1 pes cent tax on the earned incoma of Boston reeidentsa in 
1969, with a $1,000 personal exemption, would raise $6,119,260. 

Thus, if no other community in the metropoliten area 
“were to adopt the tax, al per cent tax in 1969, with a 
$1,000 porsonal exemption, on the income earned in Boston 
by Roncvenisents, andon the earned income ef Boston resi-~- 
Gents, would raise an estimated $8,392,527 plus $6,633,696, 
or $15,026,417. &£ all of the conmunities in the metre- 
politan area had the tax, and if the reciprocal agreement 
mentioned above were in effeet, Boston would receive 
$4,196,204 plus $6,119,260, or $10,315,464. 


ncome of Boston 
sonal exemption 





a Deanne wae 


ee in 3 1969, Ww: 3, with 3 a "S600 ps Les: 
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Ye have just estimated that Boston residents will 


vecoive somm $1,1748,657,006 in carned insome in 1969. fhe 
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valua of all possible exemptions would be 659,700 x $600, 
or $395,620,606. To estimate the value of personal exemp- 
tions which would actually be used, = use the same method 
as was used above for estimating the value of exempticns 
which would be used in 1969 im Boston. I then find that 
the value of personal exemptions which would be used is 
$336,051,000, ox 84.9 per cent ef all possible exemptions. 
Thus a l per cant tax on the saxned imcoms of Boston 

xasidents in 1969, with a €600 personal exemption, would 


yaisge an estimated $8,385,060. 


r y nt . = ry = ~~ s - ee es 7 
AJ per cent tax on the net profits of 
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There are no figures om the net profits of corzporae- 
tions in Boston in 1963, but tha Maseachuseatts Department of 
Corporations and Taxation has figuxces on the net corporate 
' profits in Massachusettes im 1963. To estimate Beston’s eshare 
ef this, = will conaider the ratio of enployment in Boston to 
exploymont in Massachusetts in 1963 as the hest indicater of 
cosporate profits. Thus the tax bage of anet corporate 


prefits caw would have beens 
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Net corporate profite in Mass. in 1963 * En,. 
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| , 
= $1,066,645,0202* x Toss so025 7 254,068,117 


Thus al per cent tax on the net corporate profits 


in Boston in 1963 would have produced an estimated $2,549,691. 


AJ 


r cent sales tax in Boston in 1963 





The estimation of the revenue yield of a i per cene 
sales tax in Boston in 1963 is a two-part process. First the 
xevenue yield of such a tax im Massachusetts in 1963 is esti-~- 
mated, and then the revenue yleld of such a tax in Besten 4a 
estimated. 

The estimate of the yleld of the Massachusetts tax is 
hased on the revenue yield of the Connecticut sales tax of 
$8 1/2 per cent in 1963. ha tax base is the same as the one 
We are considering except that Lt dees not exempt meals 
$1.00 and ever, alcholic beverages, adults’ ecleothing, and 
tools and machinery used directly in industrial monufacturing. 
The recently-enacted Massachusetts tax would allow retailers 
to keep 2 per cent of the tax received as a compensation for 
administrative costs. Connectilevt doses not allew such cem- 
pensation. To estimate the revenue from a l per cent tax 
in Magsachusetts, I take the 1963 revenue of the Connecticut 


tax, multiply this by the ratio of the Massachusetts tax rate 
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to the Connecticut Can rate, multiply this by 098 {to make 
piscance for the 2 per cent which would be allowed to be 
kept by retailers), multiply by the ratio of personal income 
in Massachugetts to pereonal income in Connecticut in 1963,4¢ 
and multiply times the percentage of sales tax revenue in 
Connecticut in 1963 which did not come from taxes. on meals 
$1.00 and over, alcohelic beverages, adulte' clothing, and 
tools and machinery used directly in industrial manufactur- 
ing. Thuse 

Revenue in Massachusetts in 1963 = Revenue im Connecticut’ 


in 1963 


Pexsonal incoma in Mass 
one Messachusetts_§ CaX rate x 98 x in. is G3 


Connecticut tax rate 


as 





He We oN 





PM ROOD 


Personal income in Conn. 
im LG63 


Percentage of revenue in Connecticut in 1963 which aid 
gt net coma from meals $1.00 and over, alcoholic beverages, 
aculte' clothing, and tools and machinery used directly 
in industrial manufacturing. 


= aaa 9 
=. §102,860,00077 5 120%, 99 x $12,928. miltion® ® : 
3.5% $ 7,298 milihion®? 


B.7%°° = $39,479,000. 


Given the revenue yield of a l per cent sales tax 
in Massachusetts in 1963, the yield of a 1 per cant tax in 
-Bosten can be estimated by multiplying the figure for Massa- 


. a 


chusette times the percentage of retail sales in Masesachu~ 


setts in 1963 which were mada in Boston. .Thne the estimated 


revenue yield of a l-pas cent retail sa@lea tax in Eosten in 
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in 1963 ise 


§39,479,000 x $1,555,890,000"+ 
«$7,477,959, o0032 = $8,173,000. 
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POOTMOTES 


greater Bosten Boonomic Study Comaittee, A Report 
on Downtown Boston n {Bostons Greatery Boaten Beonomie &tudy 
Comnlttee, 1959). “Appendix, Table 3. 


2avarage earnings per worker in the Boston Standard 
Metropolitan Statistical Area wore $85,681 in 1959, $98,88 
dn 1963. (Bureau of Labor Statiatics, Beston). 


3a sample of 195,277 individual income tax returns in 
Massachusetts in L9SGL gives the breakdown of each income 
Glass into earned and investment iene 


4yedian earnings in the Boston Standard Me steacenten 
Statistical Area in 1959 were some 25 par cent higher than 
the median earnings in Bosten im 1959. I assume that this 
was also true in 1963. nit : ; Popelaticn 
and Housing: 21960, Ce ! ic (1) 38. 
Boston, Massackuse sekee bbz onolite stica | Area) 
(Washington, D.C.: U.S. Government SrEne tga Of erica: 1962), 
Vable Ph, p. 16. 


eh SOS of. 






Spuxyean of Labor Statistics, Rosten. 


GU.8. Treasury Repartmen internal Revenue Service, 
individual Income Tax Returna for 1961 (Nashington, B.C.:3 
U.S. Government Printing Office, 1963}, Gable 15 ~ "Humber 
of Returns by Number of Exemptions other tham Age or Blind- 
nese, by Marital status of Kaapayear , ang by Adjusted Grass 
income Classes.“ 





7 . State and Metropolitan Area Data for Tn] 
dividual Income Sax Returnas "7959, 1860 and 156% (eshington, 
ileteatiy Ue. Governnant Pe inking office, 1964), Table 3, 
bp. 25. 





Ssalea Manageseat, Survey of Buying Power (1962), 
p. 452, 
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l6y,S. Department of Commerce, Burcen of tha Cansue, 
United Statas Consyuseas ef Population end Peveindgs 1950. Cene 





BuS B28 DEOL Fingh Report PES Od J-18. Boston, Massachusetts 
Stencard Metr opelitan | Statistical Area, able Pel, pa 16, 
Lipid. 


l2sucvey_ of Buying Powar (1964), p. 374. 





13y.s, Daparteant of Commerce, Burvey of Cusrent 
Business (Mareh, 1962), 6-12. 


Meurvey ef Current Business (March, 1964), 8-12. 
lighe Bconomie Report of the President (Washington, 


D.C.: U.S. Government Printing offica, 1964), Pabla G-4, 
Pp. 224-285 





16yp44, 


l7y.6, Department ef Labor. Bureau of Labor Btatia~ 
tiles, Gonsumsr Bxsenditures and Encema: Urban Places in tha 
Horthoapters n Rogien, | L960-196 AS61, BLS Report | « 237~34. 4, fun 
mane 3 ~ Pare Be (Jac mAngten, Doble & UeBe Goveras Bene Pear 
dng “Ofsice, July, 1964), fable 298, p.. 12. 











1oghe 1960 Census shows that the median earnings in 
the Beston Standard Metropolitan G6tatistieal Area were soma 
25 poy cent higher than the median carnings in Beaten in 
1959. (Cf. note #4 above). F assume that the same ratio 
held true in 1963, and I aleo aeaume that per capita taxable 
income in Boston rose as fast from 1961 te 1963 as ie did 
in the U.8., §.2 pes cent. (Survey _ of Current Business 
(July, 1965), G~L)._ 


19U.5. Preasury Department. Internal Revenue Service, 
State and Metropolitan ree Data for Individual Income Pax 
Returnes 1959, 1969 amd md 19GL,. ‘tabla Li, pe. Pp. "$3. 


20c€g, note ¢4 above. 
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2lve have seen before that, on many occasions, when a 
central city has adopted o tax on the income of nen-residenka 
earneé within the central city, many of the neighbering cone 
runitios also adopted the tax. In many of these cases, 
residents of the central elty who work ciitside the city pay 
the tax to theixs place of employment ond receive a eredit 
for this tax towards the tax by the central city. Yhas the 
tax base of the central city is raduced. The tex hase loss 
to Boston if all of dts noliohboring communities were to adept 
& payroll tax should be estimated. 


O£ thosa Bostonians reporting their place of work in 

1960, 15.5 per cont, or 39,651 of 255,645, reported that 
they worked outside Bosten. (United States Censuses of 
Seem ry and Fousing: 19 1960, Conse Sracts. 

re PHC (L)=15 3. boston, Massachusetts Standard Betrops 
Beet igeical Area, 1, fable P-3, p. i87.) X assume that eee “wes 
the percentace in efxect in 1963, and X ales assume that the 
avyersgea Wade or salnry of these workers was the sane ag thas 
ef those realidentsa who were working im Bosten. The esti- 
mated tax base less is thus 15.5 ner cene of the estimated 
earned income of Eosten workers in 1963, $983,600,000 (eee 
pe 401), of §152,489,000, 









Tha value of all eee peraonal exemptions if each 
community were to allow a parsonal exemption ef $600 fer each 
ae saadent is estimated te bo 25.5 par cent of the estimated 
valus of possible personal exemptions of all workers of 
Beston, oy 662,349,000. And the value of all personal ex 
emptions which would actually have been used is estimated to 
bs 15.5-per cent ef the estimated value of the pere pee exe 
enptions which would have heen used by |li Eosten reaident 
or $51,228,060. The estimated tax base loss from a tax 
with porsonal exemptions by all nelgnuboriag commnities is 
thus §101,261,696. 


22¢he average carnings par worker 22 the Bosten 
Standard Metropolitan Statie¢ical Area wose at an average 
anrmuak vate of a little over 3 par cent frem 1959 to 1964. 
(Bureau of Labor Statistica, Boston). 
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Jef. note #21 abeve. 
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24,etter from Nicholas Metaxas, Assistant Chief, 
legal Bureau, Lepartment of Corporations and Taxation, The 
Commonwealth of Massachusetts, November 18, 1964. 


4Sretter from U.S, Department of Labor, Bureau of 
Labor Statistics, Roston, Massachusette, Nevember, 1964, 


26qhe ratio of retail sales was mot used because such 
a high percentage of sales are exempt in both states. It is 
true that there is a breakdown by sales, but this is by type 
ef atore in which the sales is made. And it is not pessibla 
¢o determine what percentage of eales of a store of a par~ 
ticular type are taxable. For example, steres which are 
listed as “€ocd" stores sell many artileles whieh are taxable, 
like soap, Getergents, and toilet articles. Nor would it ke 
accurate to say that the same percentage of total retail salee 
would he taxable in both etetes. My atudy on the burden by 
inceme cluss of the Massachusetts salas tax, shown in Fable 
ViI-1l1, vevealed that, up to the $15,000 income level, the 
percentage of expenditures which are taxable rises ua pare 
gonal ineceme rises. And the EInternal Revenue Service 
atatistica on incore in 1963 shew that the pareentage of 
those receiving less than $5,000 was significantly higher 
in Massachusetts than in Conneetieut, while the percentage 
ef those receiving between $16,000 and $15,000 was silenizi- 
cantly lewer in Massachucetts than in Connecticut, and the 
percentage receiving over $15,600 was about the same (3.8.6 
freasury Department. Internal Revenue Service, Individual 
Income Tax Returns for 1963 (Washington, D.C.: U.S. Govern- 
ment Printing office, 1965), fable 19). It would not ha 
aeeurate, therefore, to use the ratie ef retail sales. 





2 


The use of the ratio of personal income, however, 
should give an accuxate estimate. Table Vi-ll shows that 
the Meseaechusetts tax igs roughly preportienal until after 
the $15,600 incame level heeanse of two counteracting 
forces. As mentionsd just above, up to tha $15,600 ineome 
level, the pexcentage of expenditures which are tanable 
rises as inceme rises. Eut the percentage of income spent 
Z£ahlis as income vises). Amd in 1963, those earning $15,000 
and over received a Little less than 20 per cent of state- 
wiea personal incema in both Massachusetts and Connecticut. 
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APPENDIX“ B 


Eetination of Property Tax Payments 
in boston 1p 1963 


Property tax payments by differant incense gyoups were 
estimated in the following manker. The modian assessed value 
of nonfarm single-family heasea in the city of Boston for 
1961 is given in the Bureau of the Census Report, Taxable 
Property Vaines. Thie median value was $4,224. x assume 
that this was aleo the figure for 1963. The next step is to 


find oue what income clase owned a home agsesaned on the 


average for §4,224. This is found in tha following manner. 


oo 


. The 1960 Census givea the percentage of each income class in 
Massachusetts whe own their own homes.2 x assuma that this 
breakdown applied to Baston in 1963. The breakdown of income 
Classes in Boston in 1963 must then be estimated. The Indi-~ 
wigwal Income Tax Retuens report for 1961, by the U.&. 
Greasury Department, gives the number of residenta in the 
Boston Standard Metropeliten Statistical Area in each incoma 
class.” This table is modified te apply to the city of 
Beaten alone im 1961 by subtracting $1250 from all those 
reporting income. This is the amount by which, according to 


the 1960 Cansue, the median incame of all families and un- 


related indivicuals in the city of Bosten fell short of the 
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median income in &he Boston Metropolitan Statistical Area in 
1959.4 Then, to transform these figures of 1961 to figures 
for 1963, I increase all income by 7.8 par cent, the rate 

by which per capita income grew im thse United States from 
1961 to 1963.° Then, under the assumption that the essessed 
value of an owner-occupied house fis a dixect function of the 
income ef the owner, we can determine what income groupe had 
a home with an averege aascesed value ef $4,224. It would ba 
that incems group which had as many people in Beeten in a 
lowes income group owning their own homaa as there were 
people in a higher inceme group cwning their own homes. This 
turns out to be those whe were earning $5,700. 

THUG , ander the 1863 tax rate in Beaton of $96.00 per 
thousand, those receiving $5,700 in adjusted gross income 
paid some $405.50 in property taxes. (I am assuming thet 
families earhing $5,700 did not own any property beaides their 
own home). To estimate how much other income groups paid 4n 
1963, I use the figures given by the Bureau of Labor statisc- 
tics in Consumsr Pxpenditures and Income in urban places in 
the northeast region, 1960-1961.6 This study gives the 
property tax payments by different income groups, where in- 
coms je measured eas Money Income Before Taxes. TI transform 


these figures inte figures for Boston residents in 1963 by 
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multiplying them by the ratio of our estimated 6405.50 paid 
by the $5,700 femily over the reported payment hy the 66,000 
femtiy in all urban places in the nactheant: (Zha $5,700 

in Adjusted Gross Income is equal to $6,000 in Money Income 
Before Gaxes.)? The estirsted property tax payments and the 
assessed value of taxable proparty owned by each income group 


in Boston in 1963 ere given in tha following table. 
TABLE Bel 


VA ry EB SEES DP SVP EE FILS OPE BE PSY eke Ee ee gn, Sp SY 
daw & TRACE ES & Ro: GSE ‘acne Les PEIN Ses By INCOME 


CLASS IN Boston: 1963 




















Money Inceme Prosezcty Tax Assessed Value of 
Refore Taxes Payment: 1963 Takable Property: 1963 


(2) & 899/82. 800) 


ere eae 


(2) (2) (3) 
$ 1,600 § 146 $ 1,520 
2,600 200 2,080 
3,800 193 2,060 
5,000 274 2,850 
6,100 41.0 4,280 
7,600 538 5,600 
9,660 700 7.296 
13,800 964 — 20,046 
27,400 1,655 17,340 
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FOOTNOTES 


1u.s. Department of Commerce. Bureau of the Census, 
Taxable Property Values in the United States, 1962 (Wash- 
ington D.C.: U.S. Government Printing offices, 1963), Table 
22, pp. 146-145. 


2 a. United States Census of Housings 1960, 
Vol. 2, States and Small Areas, Massechusetts. Final Re~- 
ports bC (1)-23, - ~3he 33.9 GG, ~-98. ~106, -122, -172, and 
~199. (lashingten, D. H.Cos Us. Gavernment Printing Offiee, 
1963), fable 20, Pe 1224. 





30.8. Treasury Department. Internal Revenue Service, 
indivicual Inceme Tax Returns for 2951 (Washington, D.Cet 
U.S. Government Pranting Office, 1963), Table 20, p. 122, 
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APPEMDIA 


THE QUESTIONNALRES* 

rhe following covering letters and questionnaire wore 
sent toe 305 business establishments in the City of Boston 
during the summer of 1965, The naese of the firms were 
taken from the Directory of Directors in the City of Reston 
. and Vicinity: 1963 (Sha Benkers Service Companys Bosten, 
1963). The first 1990 namss were estleected by random numbers. 
fhe remaining 155 ware chosen by selecting the larger of 
the remaining €ixis in the directory. Some 104 £ixms, or 34. 
per cent of these to whom the questionnaire wes panes re- 
turned the questionnaire. 

The only discrepancy between the reverus octimates 
given in the questionnaire and in Appendix A occure with 
reaepset ta the sales tax. This was dua te the fact that 
the asles tax considered in the questionnaire was the one 
originally proposed by Govexner Volpe dn January of 1965. 

The sales tax considered in Appendix A ia the one signed inte 
law in Pabruary o£ 1966. 


Tha numerale beaide each of the possible anawors in 
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these answers. Poliowing the questionnaire, there is a 
breakdown of the comments made by the businesenen on coxtain 
taxes. There is also a breakdown of the soaction of manu- 
facturers and retallers to both the incomes end tha sales 


taxes. 
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BOS LON, COLLEGE 
CHESTNUT HILL 67 
MASSACHUSETTS 


y DEcatur 2-3200 


Office of the Dean 
COLLEGE of BUSINESS ADMINISTRATION 
and GRADUATE SCHOOL of 
BUSINESS ADMINISTRATION 





July 19, 1965 


Enclosed is a questionnaire concerned with a possible. 
solution to the problem of high real estate taxes. The author 
0) of this questionnaire is one of my fellow Jesuits, Mr. Joseph 
Fahey, S.J. Mr. Fahey is currently a Woodrow Wilson Fellow 
studying for his Doctorate in Economics at M.1I.T. For the 
past two years he has been studying the local tax situation in 
Boston. 


It would be extremely helpful to him if you could assist 
by filling out the enclosed questionnaire. Personally, I should 
appreciate very deeply your cooperation in this matter. 


Very sincerely yours, 


W Seavey Jey Si 


(Rev:) W. Seavey Joyce, S. J. 
Dean 


WSJ:smt 
Enclosure 
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July 19, 1965 


As you so well know, property taxes in the City of Boston are among the 
highest of any major city in the country, and are much higher than the rates of 
the vast majority of major cities. Two of the main reasons for this great dis- 
crepancy are the fact that the cities and towns of the Commonwealth receive 
less financial aid from the Massachusetts State Government than do the cities 
and towns of most other states receive from their respective state governments, 
and the fact that Boston relies so heavily on the property tax as a source of tax 
revenue. The following examples show the extent of the influence of these two 
factors on Boston's property tax rate. 


Local tax collections in Massachusetts in 1962 were equal to 60.8% of state 
and local tax collections. For the nation as a whole, local tax collections were 
equal to 50.5% of state and local tax collections. If the percentage in Massachus- 
etts had been equal to the percentage throughout the country, Boston's tax rate in 
1962 would have been 16.8% lower than it actually was, or $83.03 instead of 
$99.80 per thousand. 


Of the fifty largest cities in the United States, Boston ranked second in 
1962 in the percentage of total taxes raised from the property tax. Boston received 
98.1% of its taxes from the property tax, while the median percentage of the 
other forty-nine cities was 70.1%. If Boston's percentage had been equal to that 
of the other forty-nine largest cities, Boston's property tax in 1962 would have 
been $70.70, or more than $28.00 lower than the actual rate. 


If both of these conditions had been in operation in 1962, namely, increased 
state aid and less reliance by Boston on the property tax, Boston's tax rate in 
1962 would have been $58.92, rather than the actual $99.80. 


If either Governor Volpe's tax program or the Democratic tax program, 
or some combination of both, is enacted into law, Boston could experience a 
deduction in the tax rate of some $12 to $17 per thousand. But, even with this, 
Boston's tax rate would still be much higher than that of most major cities in 
the country. 


The possibility still remains, however, of lessening Boston's heavy 
reliance on the property tax. This is the central topic of my doctoral thesis which 
I am now writing for the Department of Economics at Massachusetts Institute of 
Technology. The topic of the thesis is: The Advisability and Possible Economic 
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Effects of a New Revenue Source for Boston. The new revenue source would be 
either a local income tax or a local sales tax. Il am very interested in finding out 
what you think would be the economic effects within the ‘City of Boston of each of 
these taxes, and whether or not you think any of these taxes would be advisable. 





The local income tax is now in effect in such major cities as Philadelphia, 
Pittsburgh, Columbus, Cincinnati, Detroit, St. Louis, and Kansas City. Each 
of these cities taxes non-residents for income earned within the city and taxes 
its own residents on all earned income. Detroit is the only major city to tax its 
own residents on investment income. Cincinnati, Detroit, St. Louis, and Kansas 
City also tax the net profits of corporations, all at the same rate as the tax on 
personal income. 


Students of the local income tax are of the general opinion that, if a city 
which intends to levy an income tax is located in a state which already has a 
personal income tax, the tax should be in the form of a supplement either to the 
state or the federal income tax. The advantages of such a tax are that it does 
not require residents to make out three different income tax forms, that it needs 
no new administrative machinery, and that it taxes investment income as well 


_~asearned income. No city has adopted the income tax supplement, even though 


Missouri had an income tax before St. Louis and Kansas City adopted their taxes. 


The local sales tax is in effect in such major cities as New York, Chicago, 
Los Angeles, San Francisco, New Orleans, and Denver. All of the taxes are 
on retail sales. Some of those cities which are in states which also have the 


-sales tax, such as Los Angeles and San Francisco, have the State Government 


administer the tax and return the proceeds to the cities. 


I am interested in finding out what you think would be the economic effects 
of each one of these three new sources of revenue in Boston, a local income tax 
administered by Boston, a local supplement to the state income tax, or a local 
sales tax. I would be most grateful if you would fill out, in whole or in part, the 
questionnaire enclosed. Please be assured that any « iswer you offer will remain 
confidential. If you think I have left out any informaiion about the taxes, a 
letter or a telephone call to me at Boston College woiild provide any additional 
information I might have. - 


Many thanks for any help you can give me in trying to find out which of these 
taxes, if any, would be advisable. 


Gratefully, 


Prvinh GFakey, df. 


Joseph R. Fahey, 5. J. 
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A 1% tax on income earned in the Chtyof Boston by non-residents and on 


the earned income of residents in 1963 would have raised $21.5 million. If 
this revenue had been used to lower: property taxes, there would have been a 
psia. 90, or a 15.5%, drop in the property tax rate. Since the building of the 
above address was assessed for $ in 1963, the real estate taxes 
paid on the building would have been $ lower than they actually were, 
If such a tax were now passed: 


a) 


b) 


c) 


d) 


7e)) in 


Additional Comments 


\ 


Do you think you would have to raise the compensation of your employees? 


Yes No 


Would ths net effect of the tax be to BOWEN oe raise your unit costs? 


Lower Raise No Change 


Do you think you would be able to lower the prices which you. charge? 
Or do youSthink that the net effect ofthe tax would be an ceeneaa 


n your 
prices? 
Decrease Increase No Change 
Would the tax induce you to contract or,expand operations within the City 
of Boston? 2G : oo 
Contract Expand No Change 
Would you be.in favor of such atax? Yes No 

y 31 Xk Ral eerree Cae ye 





14 a3 














In order to pass such a tax, it may be necessary to tax the net profits of 


corporations in Boston. A 1% tax on income earned in Boston by non-residents, 
on the earned income of residents of Boston, and on the net profits of corporations 
in Boston in 1963 would have raised $24 million in revenue, $2.5 million of this 
sum coming from the net profits tax on corporations. If this revenue had been 
used to lower property taxes, there would have been a $16.70, or a 17.5%, drop 
in the property tax rate. Business eatablishments would have paid $13.4 million 
less in property taxes. The real estate taxes on the above building would have 


been $ 


a) 


“b) 


less than they actuall «vc: :. If such a tax were now passed: 


Would the net effect of the tax be to lower or raise your unit costs? 


Vere, 
Lower Raise’ No Change 


Do you think you would be able to lower the prices which you charge? Or 
do you thinf that the net effect of the tax would be an increase iffyour 
prices? 


Decrease Increase No Change 
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c) Would the tax induce you to contract or expand operations within the 
City of Boston? 
Contract  €§ Expand 3% No Change_ 48 

d) Would you be in favor of such a tax if it were a question of this tax 
or no new tax at all? 
In favor 42 Not.in favor €9 


Additional Comments 











A supplement of 100% of the state income tax paid- by Bostonians in 

1963 would have produced $13.7 million. If this revenue had been used to 
lower property taxes, there would have been a $9.50, or a 9.9%, drop in the 
property tax rate. The real estate taxes on the above building would have been 
: less than they actually were. If such a tax were now passed: 


a) Do you think you would have to raise the compensation of your employees? 
Yes Sh No 34 

b) Would the net effect of the tax be to lower or raise your unit costs? 
Lower, © Raise “4 No Change 32 


c) Do you think you would be able to lower the prices which you charge? 
Or do you think that the net effect of the tax would be an increase in 
your prices? 


Decrease @ Increase #3 No Change oh, 

d) Would the tax induce you to contract or expand operations within the 
City of Boston? 
Contract. _34 Expand se No Change “? 

e) Would you be in favor of such a tax? Yes ? No ?? 





Additional Comments 











In order to pass such a tax, it may be necessary to tax the net profits 
of corporations in Boston. A supplement of 100% of the state income tax paid 
by Bostonians in 1963, and a 1% tax on the net profits of corporations in 
Boston in 1963 would have produced $16.2 million. If this revenue had been 
used to lower property taxes, there would have been a $11.30, or a 11.9%, 
drop in the property tax rate. Business establishments would have paid $9.1 
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million less in property taxes. The real estate taxes on the uvove pbuilding would 


have been $ ........ less than they actually were. If such a tax were now 

passed: 

a) Would the net effect of the tax be to lower or raise your unit costs? 
Lower __3 Raise_ 54 No change #5 

b) Do you think you would be able to lower the prices which you charge? Or 
do you think that the net effect of the tax would be an increase in your 
prices? 
Decrease @ Increase_ 33 No Change 44 

c) .. Would the tax induce you to contract or expand operations within the 
City of Boston? : 
Contract___37 Expand 4 No Change 38 _ 

d)- Would you be in favor of such a tax if it were a question of this tax or 


no new tax at all? 


In favor a Not in favor 7S 


Additional Comments 














A 1% sales tax in Boston on all articles which would be taxed under 
Governor Volpe's sales tax would have raised $8.5 millionin 1963. If this 
money had been used to lower property taxes, there would have been a $5.90, 
or a 6.1%, reduction in the property tax rate. The real estate taxes on the above 
building would have been $ less than they actually were. If sucha 
tax were now passed: 


a) Do you think you would have to raise the compensation of your employees? 
Yes 23 No 73 

b) Would the net effect of the tax be to lower or raise your unit costs? 
Lower @ Raise #4 _ No Change #8 

c) Do you think you would be able to lower the prices which you charge? Or 
do you think that the net effect of the tax would be an increase in your 
prices? 
Decrease _& Increase 43 No Change 76 

d) Would the tax induce you to contract or expand operations within the 
City of Boston? 


Contract__40 Expand_ 44 No Change 65 
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e) Would you be in favor of such a tax? Yes 64 | No & 


Additional Comments 




















Name 


Business 


: 


in 
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Of those who epposed the fiat rate income tax, 12 
added that such a ¢ax would drive business cut of Boston, 
6 stated that they would move their complete operation out= 
siéa, S$ added that any property tax relief eae come from 
the Massachusettes State Goverment, and 1 rentioned that 
property taxes are not a significant cost. 

Of the 14 wha favored the flat vate income tax and 
answered the questionnaire as te whether or not they would 
be in favor of the tax 4£ 4@ aleo included a tax on the 
net profits of corporations, 5 stated that they still would 
favor the tam, and 9 stated that they would not be in faver, 

cf the 7? who favored the supplement to the Massachu- 
setts personal income tax and enswesed the question as to 
whether oz not they would be in favor of the tax if it also 
included a tax om the net profitea of corporations, 3 seated 
that they still would favor the tax, and 4 sald that thay 
would not be in favear. 

Of those who opposed the local sales tax, 10 added 
that such a tax would drive business out of Boston, 1 said 
he would move his cowolete operation outeida the elty, 11 
added that any property tax relief must coma frem the Massa- 
chusettsa Gtate Gevermesnt, and Ll mentioned that preperty 


taxes are not a significant coat. 
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o£ the 19 who Listed themselves as manufacturers, 

7 stated that a flat rate income tax would cause them to 
contract operations within the city, 4 said that such a 
tax would cause no change in the extent of thely ceparatians 
within the city, and no manugacturer said that they would 
expand operations within the city, No manufacturer waa dn 
favor of the flat rate incowa tax, and 16 etated that they 
were not in favor. 

fhe reason for thelr opposition to the tax can 
probably be found in the fact that 18 of the 19 manufacturers 
thought that the tax would forea them to vaise the campenea<- 
tion of theix employees, and 14 ef tha 19 thought that the 
net effect of the tax would ba an increase in their unit 
casts. 

The reaction of manufacturers to a local sales tax 
was somewhat different. Two said that such a tax would in- 
Guce them to contract opsrations within the city, 3 said they 
would expand, and G said there would be no change in tha ex~ 
tent of thede operations within the eity. Twalve recerded 
themselves in favor of the sales tax, and 7 recordsd then-~ 
aecives against. 

The difference in attitude of manufacturers ta the 


sales tax ag oppesad te the incons tax can probably ke found 
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in the fact that only 5 of the 19 manufacturers thought 
that the sales ¢ax would force them to dnerease the con 
pensation of their employees, and only 3 of the 19 thought 
that the net effect of the tax would be an increase in thedy 
costs, In the case of the two manufacturers who said that 
a sales tax would cause them to contxeact eperations within 
the city, it was impossible co teil whether their cocds 
“were Gold predominantly in Besten. Xt is tharefare im- 
poseible to say whether they would curtail operations within 
the city because they would fear distortions in consumer 
buying habits or because they would fear increased demands 
by theirs employees. 

fhe vast majority of manufacturers in che semple, 
therefore, feel that the tneteancs of a local income tas 
would fall upon themselves, whereas only a minority Celt 
‘that the incidence of a lecal sales tax would fall upon 
themselves . 

O£ the ten who listed themselves as retailers, 2 
stated that the flat rate incems tax would induce them ta 
contract operations within ¢ the eity, none said they would 
expand, and § said thare would be novchange. Two recorded 
themselves in favor of the tax, and & recoxded themselves 


not in faver. whie rather general oppositien is prebably 
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based on the fact that 9 ef the 106 thought that the tax would 
force them to raise the compensation of their employees, 
‘and 6 of the 10 thought that the net effect of the tax would 
be an increase in theix unit costs. 
Qhe reaction of retailers te a lecal sales tax was 

actually less hostile than their reaction to the income 

eax, though not by mush. two ealid that a local sales tax 
would induce them to contract operations within the city, 

1 said he would expand, and 4 said there would ke no change 
in the extent of oncrationa within the eclty. Four racorded 
themselves in favor of the tax, and 6 recorded Rhames ves 


_not in favor, Six of the 10 theugnht that the tax ee 


ne 


force them to raise the comesnsation of their enulOvaene 
and the same 6 thought that the net effeet of the tax would 
_-hbs an increase in their unit cesta. These who opposed the 


tax most vehemently, however, that is, those who said that 


the tax would induce them to contract operations within the 


o 


eity, based their Opes 2sition mainiy on the fealing that such 


yet ote “ase mite pw Sey bay. Set yeu pt emo By obey doe & 
cause sa distortions in the buying habits of 





ts 


a tax woulc 
their present customers. 

Most vetailers oppose both a local income tax and a 
local sales tax because most of them feel that the incidence 


of either tax would Zall upon themselves. The most vigorous 
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opposition to the local sales tax comes from these retailers 


who are afraid of the effect of the tax on buying habits. 





aia 


ny 


~ 


dd 








amin" 


APPENDIA D 


Table 1 gives the net burden on a family of four 
of a 1% tax on the earned income of Bosten vesidents in 
1963, with a §600 personal exemption. As shown in Appendix 
A, such a tax would have raised an estimated 66,532,900 in 
1963, the equivalent of $4.50 in the property tax rate, I 
“ie assumed that all the imcome tax revenues would have heen 


used in lieu of property taxes. 


FABLE Dm] 


RE? BURDEN EY ISCOMS CLASS OF A 1% TAM OM THE 
BARNED INCOM: OF EOSTON ee - « WITH 


A $600 PERSONAL BXSMES 
FAMILY OF FOUR: pee 


SAU TN ARENDT IOI NEA NREL VO ALATA LD TEEN HESSD HELA SAD SOILED AEC AE HSP PAT 
PEA RD LPL ASIA DEL PBST TEAS ETE TENE LY IND LE EE EAR OPN EP LE SOTO ETRE RAE DENS RO al 























Col. #1 Col. #2 | Col. rt Col. i Cole GS 
Money Income Local Income Local Property Net Net 
Before Taxes Tax Payment® Income Tax Savings Savigge 

Tax ag saving” After as & 

a Per- Federal Fercen- 

centage TAM tage of 

ef Income Deduct.“ Income 
(5)3 (2) 

$1,606 ¢ 0 0.00% 8 7 & 7 0.4% 

2,606 0 0.00 g g Qed 

3, 860 4 G11 9.: § Ooh 

5,000 ia 0.36 13 oo5 “Ook 

6,200 23 0.43 13 - 9 ~Ool 

7,600 cae) 0.59 a5 -17 ~Ova 

9,850 65 0.66 33 -27 063 
13,800 LOL 0.73 4&3 HE 9 “Oed 
27,460 204 0.74 78 ~&3 ~#0,.3 
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TABLE Dey] « Continued 


U.5, Departmant of Labor. Bureau of Labor 
Statistics, Covusumer Excandscures and Xpcomas 
1961. BUS Report 237-34, Supplement: 3 part A 
(Washington, D.C.s U.S. Government Printing 


Office, July, 1964), p. 12. C£. Table VI-2. 


Bsource s 








bsource: Appendix B. Cf. fable ViI-2. 


Csources Cf. Pable VI~-2. 
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APPENDIX E 


fhis map, which is taken from the Census Tracts of 
the Bureau of the Cengus, shows the major portion ef the 
Boston Standard Metropolitan Etatistical Area. The city of 
Newton comprises the tracts MCe1O09 ta NewL16, inclusive. 
The city of Quiney comprises the tracks NC-38 to NCe49, 


inclusive. 
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COMMUNTCATIONS BY MAYY 


City and town effielnlis cf the follewine commuuntties outside 
Rostons 


Californins Los Angeles 

Colovadea: Denver 

Kentuckye Covington, Louisville, and Paducah 
Lovislanars New Orleans 

Mayyinnds Baltimore 


Massachusettes Brookline, Cambridge, Medferd, Newton 
end Quincey i 


New Yorks New York City 
New Jerseys Newark 


Chios Bowling Green, Canten, Cinginnatl, Colomeus, 
Springfield, Toledo, Warsen, and Youngstown 


Ponnsyivaniag Sethlehes, Johnustowt, Pitheburgh, 
Philadeiphia, and Searanton 


Alabama: Gadsden 


Chambers of Commerce ox similar business organisations of the 
following communities s 


Colorador Denver 

Califernias eas Aangsles and San Pranoieco 
Zlljnola: Chicago 

Kantuckys Louisville 

Loulasianas New Orleans 


Missouri: Kaneaa City and St. Louis 


Officials and Agencies of Boston and the State of Massachusetias 
Noster 
Commissioner of Assessing 
Police Commisaloner 
School Committees 


Welfara Depaxtiment 


Beate Of Massachussetts 
Legal Bureau, Department of Corporations and Taxation 


Massachusetts Bay =a ag idl Authoriey 


Cthes Communieationss 
Auditing Division, State of Utah 


Leonard Brondes Senier Reeearch Assoglate, Citizens 
Research Council ef Michigan 





Departm Ret On Revenue, State of Alaska 
REWVSPASERS 


Roston Globes 
Boston Herald 
Sooke sEavelor 


ev York Times 
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BYCIRASHECAS, NOTE 
Mr, Joseph RK. Fahey was bosm 4 2936 in Boston, 
Massachueettes., After graduating from Boston College High 
Sehool im 1953, Me. Fahay entered Bosten Collega. Upon 
mplation of his sevhonore year in 1955, Mr. Fahoy entered 
tha Society of daous, Ne spent thea next three yours in 
agestieal training end the atudy of classical literature 
at Jesult novitclates ak Lenox, Massachusetes and Plattebucah, 
New Yo evke En 1958 he raturned tae Boston Colleca, vhete he 
wecelved his A.B. im 1960 and his HA. in Philesephy ta 2961.6 
fy. Fahey entauxved the Departmant o€ Economies and 
Seeial ScLenca at the Masmachusatha Lnatitute ef Technolegy 


im 2861. He ig now a falletime Civingty student at Westen 
iv 


s 


Collega, Weaten, Mussachuatta. 
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